tilities 


FORTNIGHTLY 








August 15, 1940 


PUBLIC OWNERSHIP AND THE CENTRAL 
VALLEY PROJECT 


By James H. Collins 


« » 


The Investment Value of Inland 
Waterways 


By Frank M. Patterson 


“< » 


Regulation. in Paradise 
By Louise €. Mann 








ELT AE SE II ERS SS 


PUBLIC UTILITIES REPORTS, INC. 
PUBLISHERS 


¢ 


; « 
4 
zs 
b 4 
: 

) 











“87, BOSS!... HEY, I'VE BEEN SLEEPIN’!” 


. HAT’S 87?” asked Amos Watts, 
president of the North-South Utility 
Company. 

“Not those mixers,” said the promotion 
manager; “they’re only good for 10 KWH 
per year.” 

“What's 87?” repeated Mr. Watts. 

“Not those toasters— they only added 
30 KWH. And waffle irons only ring us 
up 60.” 

“Then what és 87?” bellowed the boss. 

“Each and every Electric Silex Glass 
Coffee Maker we sell means an average 
of 87 KWH per year! It’s not like those 
other appliances, boss. A Silex gets used 


every day, twice a day, or even oftener, 
And here’s something else—almost every- 
body’s got a toaster or an iron and those 
things... but figures show that only 17% 
of the homes have a glass coffee maker— 
but they’re catching on fast!” 

“Boy, an 83% market!” 

“’Scuse me, boss—I gotta go—got to 
get hopping on some bill enclosures and 
displays playing up Silex. This Silex pro- 
motion is going to mean a lot to our 
load. G-bye, Sir—... Did you call me 
back, Mr. Watts?” 

“Yes, Bill. How long’s it been since 
you had a raise?” 








MORAL: Figures speak for themselves—and 87 KWH 
(or 97 with the Anyheet Control or Automatic Models) 
for every Silex you sell can mean that much more load 
for you, too. Write us today and we'll be glad to send 
you details on how Silex can help increase your load. 

Illustrated is the Bretton electric 8-cup model—with 


wide neck for easy cleaning. $4.95 retail. 





PYREX BRAND GLASS USED EXCLU: 


‘*: er ee < f 2 : 3 * 
Bessa So SGLASS COFFEE MAKER 


FRA0e MAAR BIGITERE® UO OAT OF, 


THE SILEX COMPANY...HARTFORD, 


CONNECTIC 


Creators of the Glass Coffee Maker Industry 
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No. 104-B 
Barber Burner 


BARBER Conversion BURNERS 


FIT Any Size or Shape Furnace or Boiler 


@ Barber Gas Burners, with a 
direct, perfectly controlled flame 
of 1900° temperature on at- 
mospheric pressure, thoroughly 
“scrub” the walls of the fire 
box. Listed in A.G.A. Directory 
of Approved Appliances. Write 
for catalog and price list on 
Conversion Burners, Appliance 


Burners and Regulators. 


Installed in Square Type 
nstalled in Round Boiler — Boiler " 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


e BARBER &25BURNERS~ e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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ite for Systems Bulletin No. 
‘—"The Elliott System for 
blic Utilities’. No charge— 
D obligation. 


ELLIOTT ADDRESSING 
MACHINE CO. 
157 Albany Street 
Cambridge, Mass. 
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Only Machine lt Kind at Citizens 


Bill Printing and Addressing Machine Serves Thirty Plants 


An Elliott bill printing and 
addressing machine, first of its 
kind in the world, was recently 
installed in our Central Account- 
ing Office at Washington, Pa. And 
the machine is as “smart” as its 
name is long. 

Here’s what The Machine does 
simultaneously: Completely prints 
bill forms addressed in three po- 
sitions on each side; prints meter 
reading and due dates; and adver- 





VELL Vteaat 


VAAVERERUEEE 


As the Central Billing Office 
prepares the 800,000 bills annual- 
ly needed by thirty of our plants, 
you can imagine how busy this 
masterful machine must be. 

More about The Machine. Due 
to its presence, or rather its per- 
formance, the new equipment al- 
lows a considerable reduction in 
the cost of printed forms, to- 
gether with a labor savings in 
addressing the customers’ bills. 


“4 


Earl John stands at the “finishing line” of the only machine of its kind 
—a combination billing and addressing machine. In the background are 
Jane Weirich and Gladys Lindley. 


tising matter or lists of collection 
offices. 

The bills-to-be are at first one 
practically endless ribbon of card- 
board that is fed the Machine 
from a drum. As the Only One 
of Its Kind addresses, prints, etc., 
it also punches the binding hole 
in the Office Ledger Stub sec- 
tion and perforates lines between 
the Cashier’s Coupon and the 
Consumer’s Receipt sections of 
the forms. 


Mechanical Magi 

Final operation of this me- 
chanical Magi is to cut the com- 
pleted form to its exact size. It | 
can do the entire operation to 
3000 bills in one hour, starting 
with the endless cardboard ribbon | 
and finishing with the bill as you 
know it. 





For the record, the following 
are the water companies whose 
bills are prepared by “metal me- 


chanic”: Bangor, Berwick, Cana- = 


wacta, Citizens, Clark’s Summit, 
Dennison, Dorchester, 
Hallstead, Hyde Park, Marion, 
Monongahela City, Moundsville, 
Mountain City, Mount Jewett, 
Myerstown, Northumberland, Ohio 
Cities, Osceola, Palmyra, Ramey, 
St. Marys, South Pittsburgh, 
Spring, Uniontown, Vandergrift, | g 
Waynesburg, Westmoreland, White 
Deer Mountain and Williamsport. 





It seems t 
woman 
for 3 


J 
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Pages with the Editors 


s evidence of the fact that utility officials 
A can be pretty regular fellows, we note 
with interest a detailed account, in The New 
Yorker, of the amazing devotion of Herbert 
J. Robinson, manager of the Brooklyn Union 
Gas Company’s branch at 421 Fifth Avenue, 
Brooklyn, N. Y., to the fortunes of the New 
York Giants’ baseball team. Apparently unlike 
almost every other man, woman, and child in 
Brooklyn, Mr. Robinson is only mildly toler- 
ant of the Brooklyn Dodgers. He is complete- 
ly indifferent to the New York Yankees. He 
has kept records of some 6,000 Giant games 
and subscribes to numerous out-of-town news- 
papers in addition to all the local metropolitan 
dailies in order to keep sufficiently informed 
on the performance of rookies who may finally 
hit the big leagues. 


HE sees the Giants play about 30 games a 
year—sometimes going to neighboring cities for 
a week-end series when he stays at the same 


hotel with the players. At the Polo grounds JAMES H. COLLINS 
he invariably occupies a section frequented by 
veteran Giant fans, most of whom appeal to 
Mr. Robinson whenever they want a contro- 
versial point cleared up, which is about twice (SEE Pace 195) 
an inning. Mr. Robinson consults his scrap- 

book that night and settles the argument the 


Califorma farmers cried for water; may have 
to take power as well. 


next time he attends a game. Here is The 
New Yorker’s further description of this most 
loyal Giant supporter: 


Mr. Robinson gets up early on Sunday 
mornings to paste his clippings in his books. 
At such times he ignores all distractions, in- 
cluding his wife, who thinks he is crazy and, 
when he takes her to a game, spends most of 
her time peering at Bill Terry, the Giants 
manager, through opera glasses and making 
nasty remarks. This bothers Mr. Robinson, 
who naturally admires Terry, though less 
ardently than he does Carl Hubbell and 
Mel Ott, his special heroes. “My heart 
bleeds for Ott when he stands up at the plate 
and can’t hit,” he told us the other day.... 

Mr. Robinson’s position at the gas com- 
pany is, understandably, a minority one an 
exposes him to considerable joshing, but he 
says most of it is good-natured which it 
probably is, cofisidering his managerial 
status. He has been employed by the com- 
pany for thirty-one years. He was brought 

ne SS AS 8 up in Philadelphia, where he rooted for the 
LOUISE C. MANN Phillies and sold scorecards at their park, 


Even in the paradise island of the os x occasionally being permitted, as a reward for 





Ade 2 i j aguer's 
utility business wheels must turn regularly. pi ge gies a ae i and 


(SEE Pace 214) spent six troubled years trying to decide 
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Cisco Solvent is bringing so many advantages to 
S pecial Savings fleet operators that it must not be called merely new 
but REVOLUTIONARY. Cisco Solvent permits the 
for fc L 3 ET internal cleansing of an automotive engine without 
any of the usual labor expense of tearing the motor 
OPE R ATOR S down or taking the head off. Cisco Solvent 
removes dirt, gum, sludge and varnish from 
Operating expenses and lay- 2 . 4 
; the internal moving parts of an engine—and with 
ups for overhauls can be cut 3 : ‘ 
down by systematic use of complete safety. It contains a lubricant which pro- 
this new, revolutionary in- tects all parts during the purging process. Through 
ternal engine cleaner. Write th licati £ Ci Selvent ii aan isin 
or pheah sie Wk tie “ile e application of Cisco So ent, operators now gi 
listed below for complete their vehicles “wide-awake” engine performance, re- 
details, sulting in reduced operating and maintenance cost. 
Learn what Cisco Solvent can do for you. 











Cities Service Oil Companies 


Cities Service Oil Company—Chicago, New York, Cedar 
Rapids, Boston, St. Paul, Grand Forks, Kansas City, Fort 
Worth, Oklahoma City, Milwaukee, Cleveland, Detroit, 
Harrisburg, Syracuse. 


Cities Service Oil Company, Ltd.—Toronto, Ontario. 


Arkansas Fuel Oil Company—Shreveport, Little Rock, Jack- 
son, Miss., Birmingham, Atlanta, Charlotte, N. C., Nash- 
ville, Richmond. 
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PAGES WITH THE EDITORS (Continued) 


whether to root for the Dodgers or the 
Giants. When John McGraw joined the 
Giants in 1902, that settled it. 


Tuis exposé of the habits of Mr. Robinson 
ought to go a long way towards exploding 
the idea that utility officials spend their spare 
time and money entirely upon such recreational 
items as yachts, polo ponies, and grand opera. 


¥ 


AMES H. Co..ins, whose article on the Cen- 

tral Valley project in California opens this 
issue, is a well-known writer on business 
topics, who began with contributions to The 
Saturday Evening Post around the turn of the 
century. After government publicity experi- 
ence during the World War, Mr. Cottins be- 
came editor of Southern California Busi- 
ness, a monthly magazine of the Los Angeles 
Chamber of Commerce. Since 1926 he has 
lived in Hollywood, Cal. 


¥ 


HERE are some modern students of 

economy who seem to think that the 
spending power of money, like the physical 
existence of energy, can never be entirely lost. 
It is bound, to translate itself into some form 
or other so that it continues to demonstrate 
its existence. In other words, applied to gov- 
ernment spending, according to this theory, 
every time the taxpayers’ dollars are expended 
for something or other an asset is created, 
even though it be only an asset in terms of 
social value as distinguished from physical or 
liquable value. 


OF course, it must be conceded that when a 


FRANK M. PATTERSON 


Is there no difference between taxation and 
investment in government spending? 


(SEE Pace 207) 
AUG. 15, 1940 


school or a highway or a library, or some other 
project, is constructed with government funds 
the money has not been entirely wasted. But 
convenient as this “asset theory” of govern- 
ment spending might be to balance the 
Treasury outgo against the income, there js 
still a very elementary difference, from the 
taxpayers’ viewpoint, between investment in 
profitable enterprise and investment in non- 
productive or even deficit-increasing oper- 
ations. 


In this issue FRANK M. PAtrerson, noted 
consulting engineer of Chicago, investigates 
the investment value of certain inland water- 
way projects with a cold economic eye for 
detei mining what proportion of them assays 
in terms of pure white elephant. Mr. Parrer- 
SON, alumnus of the University of Iowa, en- 
tered the valuation bureau of the ICC in 1914 


after engineering experience with the CB&Q . 


Railroad Company. In 1925 he left govern- 
ment service to take up editorial work and 
private practice in Chicago. 


¥ 


rs. LoutsE C. MANN, whose article on 

public utility operations in the para- 
dise island of Hawaii also appears in this 
issue (page 214), is an experienced foreign 
newspaper correspondent whose articles on 
business affairs abroad have frequently ap- 
peared in the American newspapers and busi- 
ness periodicals. She brings us an interesting 
revelation of the “Hawaiian Plan’—a con- 
tribution to public utility regulation by the 
hard-working Hawaiian commission. 


¥ 


Fagen the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


A telephone company’s right to adopt a rule 
providing for immediate cancellation of tele- 
phone service with verbal notice is considered 
by the Michigan commission. (See page 65.) 


THE Securities and Exchange Commission 
considers whether a registered holding com- 
pany should be authorized to acquire shares 
of common stock from another company for 
retirement. (See page 77.) 


THE sale of electric energy by municipalities 
to private companies for resale, in violation 
of contract for use of public lands, is con- 
demned by the Supreme Court of the United 
States. (See page 81.) 


THE next number of this magazine will be 
out August 29th. 


Ac Culéleues 


August 
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0 PRN a 
ern- You'll be excited too, Al, when you realize all the things this 
and yw Remington Rand Printing Calculator will do. Stop and think: 
wery division and multiplication problem in our office— yes, 
ud probably in yours too—is the direct result of some previous 
dition or subtraction work. What a marvelous thing it is that 
tow we can do the whole job on one complete machine at each desk! 


Sure, Frank—we’ve got a lot of calculating work at our place. 








> on 
ara- What’s the matter with ordinary calculating machines? 
this Two things, my boy—you need highly trained operators to run 
eign Tm, and you have to do the work twice to prove accuracy. But 
is the Printing Calculator is a simple 10-key machine. It divides 
bs utomatically and multiplies electrically. It prints every factor of 
— wery problem. The tape is a permanent record, for checking or 
ting @Hiling. What’s more, we also have the service of a listing-addin 
con- nachine—double facilities, but only one investment ...We trade 
the in all our calculating and adding machines on new Printing Calcu- 
tors. You’ll never regret it if you do the same thing. 
You've sold me 100%, Frank...but say, you’re in the wrong business. 
Vith your enthusiasm, you should be on Remington Rand’s payroll! 
ited @ If your figure-work is like Frank’s and Al’s, you'll profit tremendously 
ack by using the Printing Calculator, with its ability not only to calculate but 
: also to list, add and subtract. Already this ing ii ion has simplified 
ng: the office figuring habits of th ds of busi See it d ated in 


your own office, on your own work. Phone your nearest Remington Rand 
ul office today, or write to Remington Rand Inc., Buffalo, New York. In 
e Canada, address Remington Rand Ltd., Toronto. 


The Remington Rand 
Printing Calculator 





a WE like it because it’s an all-pur- WE’ve put one in every branch, WE use it for all original work, 
pose machine at little more than replacing two machines...releasing eliminating the “re-run for proof” 
adding machine cost. capital formerly frozen. time previously needed. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





—. 





August 





In This Issue 


e 


In Feature Articles 
Public ownership and the Central Valley 
project, 195. 
Crop lands in California, 196. 
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ACCEPTED- iiorrenpasce 


Engineering executives purchase equipment on demonstrated performance. That's why en- 


gineers in every conceivable industry purchase Vulcan and the reason why Vulcan was sold 


in forty-three states, every Province of Canada, Porto Rico, Territory of Hawaii and eleven 


foreign countries during the past year. The following partial list of representative contracts 


for 1939 demonstrate the popularity of Vulcan among engineers in every type of industry 


who have taken the time to investigate the reasons for Vulcans rugged dependability. 


Many of these contracts are repeat orders, real evidence that Vulcan gives highest satis- 


faction. 





Socony Vacuum Oil Co East St. Louis, Mo. 
Town of Albion Albion, Indiana 
Pairpoint Corporation New Bedford, Mass. 
Charleston Navy Yard Charleston, S. C 
U. S. Naval Academy Annapolis, Md. 
Metropolitan Life Insurance Co....New York City 
Park Chester Housing Development 
Griesdieck Western Brewery Belleville, Il. 
Minot Normal School Minot, N. D. 
Lufkin, Texas 
Lebanon, Penna. 
Norfolk, Va. 
Fairmont be | Fairmont, Minn. 
Evenson and Le Company....Camden, N. J. 
Socony Vacuum Oil Company Brooklyn, N. Y. 
City of Bellefontaine Bellefontaine, Ohio 
Gallinger Hospital Washington, D. C. 
Colorado State Agricultural College 
Fort Collins, Colo. 
Navajo Agency...........- Ft. Defiance, Arizona 
Victor Chemical Company....Mt. Pleasant, Tenn. 
McChord Field, U. S. Army....Ft. Lewis, Wash. 
B. F. Goodrich Company Clarksville, Tenn. 
Canadian National Railways. Winnipeg, Man., Can. 
Carnation Compny Sherbrooke, Guebec: Can. 
Alexandria Steam Generating Co...Alexandria, Va. 
South Porto Rico Sugar Company 
Santa Domingo, Dom. Rep. 
George Ziegler Company Milwaukee, Wis. 
Atlas Powder Company Stamford, Conn. 
Colorado State Capitol Denver, Colo. 
Hercules Powder Company Hercules, Del. 
U. S. Military Academy West Point, N. Y. 


Container Corporation of America 
Circlesville, Ohio 
Commedore Perry Housing Project... 
DeKalb State Teachers College 
United States Shoe Corp 


e ov Company 
United States — eee. aes Diego, Calif. 


Frankford Arsena' adelphia, Penna. 
Central Park Pumping Station Chicago, Ill. 
Virginia Public Service C H 
Atlas Powder Company 
City of Fairmont 
Froedtert Grain and Malting Co.. 
Sonoco Products Company Garwood, N. J. 
Sheridan Brewing Company....Sheridan, Wyoming 
City of Fort Collins Fort Collins, Colo. 
Ingenio Riogaila....Buenaventure, Columbia, S. A. 
South Carolina Electric and Gas Co....Parr, S. C. 
American Woolen Company Fulton, N. Y 
Keystone Public Service Company.Oil City, Penna. 
Alabama Power Company Chickasaw, Ala. 
Pennsylvania Power and Light Co. 
Harrisburg, Pa. 

Holyoke Gas and Electric Co Holyoke, Mass. 
Durkee Famous Foods hicago, Ill. 
Blanton Company...........e.s0. St. Louis, Mo. 
Continental Diamond Fibre Co..Bridgeport, Penna. 
Westinghouse Electric and ay ig 

Company, Lima, Ohio 
Libby, McNeill and Libby Chicago, Ill. 
Vanadium Corporation Colo. 
Philadelphia Electric Company....Chester, Penna. 





Vulcan Soot Blower Corporation does not 
build down to a price. Vulcan builds into their 
equipment thirty-seven years of experience; 
build by highly skilled engineering and plant 
personnel of long service, using the highest 
type material that hard exacting service has 
emonstrated is the most practical for its 


purpose. The result is trouble free, long years 


of service, making unnecessary frequent serv- 
icing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top 
condition. Ask the Vulcan Sales or Field En- 
gineer WHY Vulcan MUST build into their 
equipment the most rugged, trouble free, 
lowest maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
ae. ab i> di db ab ab ah ab ab ab ab ab ab ab ab ab ab ae 2 
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Davin LAWRENCE 
Editor, The United States News. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 








“There is no time off for the utility business. It must 
always be ready to serve.” 


¥ 


“Federal Trade Commission ‘don’ts’ have become as 
numerous as ‘No Parking’ signs.” 


¥ 


“We must institutionalize radio, just as we have insti- 
tutionalized the schools, as a medium of education,” 


¥ 


“Dependence upon Federal money sets up inevitably an 
insidious corrosion which eats deeply into the system of 
private initiative.” 


¥ 


“Never in history has any country been so well 
equipped with power for the production of munitions as 
is our country today.” 


¥ 


“Let us not forget that, after all, this government of 
ours is not something of another world—we put it where 
it is, and it belongs to us.” 


¥ 


“I cannot believe that human beings prefer slavery to 
liberty. But what does political liberty mean to a man 
who is denied economic liberty?” 


¥ 


“The kind of liberalism that Mr. Willkie represents 
should hold no fear for the utility industry because it is 
founded on the principle of profit—profit for government, 
for business, and for the individual.” 


¥ 


“Those paying no attention to public relations will trail 
behind. Business men can prosper only if they understand 
the problem of public relations as a science and attempt 
to know the public which they are serving.” 


¥ 


“More damage can be done to the American industrial 
machine by ill-administered taxes at a time of feverish 
upbuilding of our national defense than by all the fifth- 
column sabotage America could ever experience.” 


12 
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AN IDEA 
BECOMES A REALITY + + 


In your office=-as in nearly every office—almost every department 
head and supervisor has at least one idea which, if wisely devel- . 
oped, might reduce certain office costs immediately. 


To help your business profit from these ideas, Burroughs representae 
tives offer their experience and technical knowledge of machines, 
Ideas Are Worth Money! applications and procedures for lowering office costs or meeting 


A recent analysis revealed that the teche | Changing business conditions. 

nical knowledge and assistance of a a ‘ . on gene 
single Burroughs representative had As our representative counsels with yours, they discuss possibilities, 
enabled a few department heads and : . i i ion— 
cxpersienmn Gi: enue ties ale daaiaen evolve a solution, estimate the savings for your consideration—and 
2 total of $253,500 annually in the cost another good idea becomes a reality. 

of accounting and statistics. 

This amount is the equivalent of a net 
profit of 5% on a gross sales volume of 
more than five million dollars! BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN 


Eager to capitalize an idea? Call Burroughs—there’s no obligation. 
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Epitor1AL STATEMENT 
Industrial News Review. 


WiLi1AM H. KIncG 
U. S. Senator from Utah. 


A. A. Porter 
Dean of engineering, Purdue 
University. 


WENDELL L. WILLKIE 
Republican presidential 
nominee. 


ALLAN M. Pore 
President, First Boston 
Corporation. 


J. A. Kruc 
Chief power engineer, Tennessee 
Valley Authority. 


WALTER C, BEcKJoRD 
President, American Gas 
Association. 


JoHN STILLWELL 
President, American Museum 
of Safety. 
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“The average American can live like a king on our 
standard American railroads, even if he cannot so live 
at home.” 


¥ 


“Under the guise of national defense we commit a good 
many... mistakes and project the government more and 
more into the field of private endeavor.” 


¥ 


“The coal industry can regain its place, or even play a 
more important role than ever before if it gives more 
attention to research, a fountain of youth for your indus- 
try and a practical aid in meeting the competition of the 
future.” | 


¥ 


“New ventures may have enormous possibilities; but 
they are always attended by great risks. Only the man of 
means can take those risks, and he must be compensated 
by the incentive of profit. The tax program should not 
be designed to punish the man with money, but to make 
his money useful.” 


¥ 


“Tt is not for the purpose of making millionaires, which 
some are improperly led to believe is the case, that 
private, not public, funds should expand and control our 
industries, but it is for the purpose of leaving this control 
with the people, as it always has been, not with a govern- 
ment-appointed official.” 


¥ 


“We must discard, along with the kerosene lamps, the 
old-fashioned notion that electricity means no more than 
electric lights and a radio. These are, of course, im- 
portant and valuable uses, but they are merely incidental 
to the many money-saving and cash-producing uses to 
which electricity can be put on the farm.” 


¥ 


“When we look abroad, and consider the problems 
which face the rest of the world, and when we realize 
that here in America we may do what we please, think 
what we please, seek our happiness and security as we 
please, we ought to be very happy to pay our taxes and 
we ought to realize that we get something from what we 
pay.” 

¥ 


“In these mad, troubled days, ‘when often it is difficult 
to find a single consoling thought, there seems to be more 
than a grain of comfort in the knowledge that our Ameri- 
can system of railway transportation is right now second 
to none; that nearly a third of the total railway mileage 
of the world is right here; and that our railroads are 
ready now to do their part.” 





| good 
e and 
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Vou te fall Sot / | 
ith “CLEVELANDS” 


7 BALANCED, correctly 
engineered combination of what 
is needed, “Clevelands” pro- 
duce more “performance per 
- ; i pound” — pay for themselves 
quicker because of the additional savings they make for you. 


You have a machine that fits into “more jobs”; may even, because of a single, 


exclusive feature “pay out” on one job. 
You have equipment that you can move to and from the job, faster with less ex- 


pense and bother. 
You are relieved of the high maintenance cost of obsolete equipment. 


Because of “Clevelands” dependability you can rely on steady, daily output, al- 
lowing you to plan your work better and get more efficiency from your gang. 


a save money on “Clevelands” speed and ability to “cut the buck” on tough 
jobs, 


ME CLEVELAND TRENCHER COMPANY 


“Pioneer of the Small Trencher" 


D100 St. Clair Ave. Cleveland, Ohio 


other important way “Clevelands” save for you is by 
w cost transportation via special trailer—‘Clevelands” 
and unload in 10 to 15 minutes. 


Om O) Bag 3h - 8.8) 
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paper. It will p 
papers made esp¢ : 
forms and card records, 


WESTON’'S 
MACHINE POSTING 
LEDGER 


For Forms. One-way grain direction 
makes forms stand straight—special fin- 
ish is smudge-proof, clean-erasing— 
forms are easier to sort and file. Made 
in Buff, subs. 24, 28, 32 and 36 and in 
White, Blue and Pink, sub. 32. 50% 


cotton content. 


WESTON’S 
MACHINE POSTING 
INDEX 


For Cards. Its ledger finish provides ex- 
cellent writing, erasing and typing quali- 
ties. Tabs retain their snap. Made in 
Buff, White, Blue, Ecru, and Salmon in 
180 M, 220 M, 280 M and 340 M and in 
Pink 180 M (basis 2514 x 3044). 


Specify Weston’s Machine Posting Ledger and In- 
dex when ordering machine bookkeeping forms and 
index cards. 





Issued regularly. Write 





FOR PAPER BUYERS: Ask us to send you Weston’s Papers, a special publi- 
cation packed with news, ideas and information of interest to paper buyers. 


BYRON WESTON COMPANY, DALTON, MASS., DEPT. C. 
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“Your girls are turning out the finest- 


looking letters we've ever had, Miss Barry.” 


“...and doing it faster, Mr. Evans. 





Royal’s MAGIC Margin is a minute-saver !“’ 


BETTER WORK—FASTER—WITH THE NEW ROYAL'S MAG/C MARGIN 


MAG/C* MARGIN 


it banishes sloppy letters 
and only Royal has it! 


HANGING MARGINS for differ- 

ent-length letters need no 
longer be a time consumer. With 
Royal’s new MAGIC Margin, it 
is done with a flick of the finger— 
saving minutes a day. Multiply 
these minutes by your entire sten- 
ographic forcee—and you'll have a 
*Trade-mark Reg. U.S. Pat. Off. 


EASY WRITING 


considerable increase in actual 
typing time and work done. 


The MAGIC Margin is only one 
of the.reasons why Royals turn 
out more typing per hour, and 
finer-looking work into the bargain. 


To the executive who wants 
greater efficiency and better typ- 
ing from his stenographic force, 
we make this suggestion: 


Let your local Royal represent- 
ative put on a working demon- 
stration in your office—on your 
work. And, ask for a copy of the 


Royal booklet, “How to Make 
Every Letter Better,” with eye- 
opening information for you and 
your typists. 
o e . 

Royal Typewriter Company, Inc., 2 
Park Ave., New York. Factory: Hart- 
ford, Conn. In Canada: 
Royal Typewriter Com- 
pany, Ltd., 7035 Park 
Ave., Montreal, Quebec. 
World’s largest company 
devoted exclusively to 
the manufacture of type- 
writers and typewriter 
supplies. 


Helplul tints 


Copyright 1940, Royal Typewriter Company, Inc. 


L WORLD'S NO.1 TYPEWRITER 
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CHEVROLET TRUCKS 
... for 1940 


For the 6th time in the last 8 years, the nation’s truck 
buyers, by their orders, have awarded to Chevrolet first place 
in truck sales. 


Official 1940 registrations tell the story. The latest figures 
(for the first five months) show 84,167 Chevrolet truck registra- 
tions. That is 15,196 more than for the make in second position, 
and 53,163 more than for the third place make. Incidentally, 
it’s a gain of 10,042 units for Chevrolet over the corresponding 
figures for 1939. 

Chevrolet is the leader in sales because truck buyers are 
wise buyers—because they chose the truck that leads in earn- 
ing power, in reliability, in value. 





CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 
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Management Plus 


OT always have the problems of management been so ramified and complex as 
they are today. Competition from within and without the Utilities Industry is 
keener and more aggressive. Wider regulation, a multiplicity of statements and 

reports, increased taxes, and the necessity for curtailing operating costs, all demand 


management plus! 


Through almost fifty years of service to industry, Egry has devoted its energies and 
abilities to the development of business systems designed to eliminate waste, to prevent 
losses caused by mistakes, carelessness, forgetfulness, temptation; to safeguard em- 


ployees, customers and management; to save time, labor and money. 


These systems cover every business requirement from a simple receiving system to 
the most comprehensive multiple copy form. Egry Systems accommodate handwritten, 


typewritten, or automatically typed records. 


Many Utilities are using Egry Systems to their profitable advantage. The facts will be 
sent for the asking. We suggest, however, that our sales agent be given an opportunity 
to demonstrate Egry Systems in your own office at your convenience. No obligation, of 
course. Address home office, Dept. F-815. 





THE EGRY REGISTER CO. DAYTON, OHIO 


Sales Agencies in All Principal Cities 
The Egry Register Co., (Canada) Ltd. King & Dufferin Sts., Toronto, Ontario, Canada 
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HOOSIER ENGINEERING CO 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier apoinoning Company, Lid. 
orutre 


ERECTORS OF TRANSMISSION LINES 
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Customer Usage Data 


At Lower Cost @in Less Time 
eWith Greater Accuracy 





) @ 
o 


THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 

































@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work, but have obtained monthly or annual bill-frequency tables in 
a few days instead of weeks and months. 


© Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Y 


i Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York, N. Y. 
Boston Chicago Detroit Montreal. Toronto 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


. eae 
Je) 





Public Utilities Fortnightly August 15, 1949 


a RR ARR RRR A RR A NR 


} 


ORI! A is A. its 





BY: GUIDED ~ : Ni ~ 














a 
ee 
“ 
ws om, a " o% 1k 
hlgO9S,IVIO, ISI 
~\ 
. 
‘ 
, 3 
& 
tts 
‘“ 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





coating €conomical 
= ctric, 898 and w 
™Mpany,’’ i 
Robert M 
PUBLIC s; 
Indianapo 





DODGE (622d TRUCKS 


LOOK7 COMPARE DODGE WITH THESE 


"OTHER TWO" LOW-PRICED TRUCKS. 
DODGE OFFERS FAR WIDER SELECTION 


COMPARISON DODGE | "OTHER Two" TRUCKS 





TRUCKS | TRUCK’A' | TRUCK'B™ 
Number of ENGINES 


Number of WHEELBASES | 17 | @ | 
i Cet Me Wat 


Number of GEAR RATIOS 


— of CAPACITIES % to 1%-Ton 
cinoruons | 106 | 58 | 
| PRICES begin at | $468 | $452 [$4752 


Prices shown are for 1/-ton chassis with flat face cowl de- 
livered at Main Factory, federal taxes included—state and 
local taxes extra. Prices subject to change without notice. 
Figures used in the above chart are based on published data. 





TRUCKS THAT FIT THE JOB—SAVE MONEY! 


Des JOB-RATED TRUCKS are engineered, 
built and ‘‘sized’”’ throughout for one 
purpose—to FIT THE JOB! And when a 
truck fits the job you can expect savings— 
on gas and oil, tires and upkeep. Dodge 
powers each Dodge Job-Rated truck with 
exactly the right one of 6 great Dodge truck 
engines which include the heavy-duty 
Dodge Diesel. Each truck has the right size 
clutch, transmission and rear axle to fit ‘it 
for dependable duty on the job it is built 
to do. Save money! See your Dodge dealer 
about low delivered prices. Buy Dodge Job- 
Rated trucks that fit YOUR job! 


Booklet FREE—READ AND SAVE 


Learn how a truck to fit the job can 
save YOU money! Ask your Dodge dealcr 
or write Dodge Division, Chrysler Cor- 


poration, Detroit, Michigan SEE YOUR 


FORA 


oD 
DEA 
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THE MAINTENANCE CREW CAN TELL 


YOU ABOUT EXIDES 


OR years Exide Batteries have 
been held in high esteem by utility 
engineers for control, telephone, 

emergency lighting and numerous other 
services. 


But the men of the maintenance crew 
can tell you something about Exides 
from their angle. 


Trouble - shooters, upon whom rests 
the responsibility for maintaining ser- 
vice—and for restoring it promptly when 
fire, storms or other emergencies inter- 


FROM THEIR ANGLE 


rupt it—rely on their Exide-started 
trucks and service cars to get them to 
the scene of their operations with the 
least possible loss of time. They know 
that when there’s an Exide in the battery 
compartment, a quick, snappy start is 
assured. 


Perhaps your service vehicles are 
equipped with Exide Batteries. If not, 
we'll be glad to tell you about the utility, 
bus and transportation organizations 
who are enthusiastic about them. Just 


drop us a line. 


THE ELECTRIC STORAGE BATTERY COMPANY 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
PHILADELPHIA 
Exide Batteries of Canada, Limited, Toronto 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


A Large Texas Utility 
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250,000 Pounds of Steam per hour. 975 Ibs. Steam 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND ODETROIT SEATTLE 
8T. LOUIS CINCINNATI HOUSTON CHICAGO S8sT.PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANIOAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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His SPEECH at the club lunch- 
eon is going to be about adver- 
tising, and I know just what he’s 
going to say. I’ve read his book. 


“He’s against advertising .. . says it 
adds to the cost of living . . . that it 
misleads and deceives the public. 

“Tommyrot! Dad’s first car cost 
more than two thousand dollars. Ours 
cost less than half that much and it’s 
a better car. 

“Our first package of corn flakes was 
fifteen cents. Now we get two bigger 
packages for fifteen cents and they 
reach us fresher and crisper. 

“Mother wore silk stockings only 
on Sundays because they cost so much. 
I wear them every day! 

. “I think the lecturer is all wet. Tell 
him I wouldn’t enjoy his speech. The 
only ad I ever read that sold me a poor 
bill of goods was the one about his 
book.” 

zxakeKkKK* 


Venomous books and speeches, : in 
which radical agitators attack adver- 


“Sorry, Im not 
going Ill be 
shopping instead|’ 


tisers, have been much in fashion these 
last few years. But the novelty is wear- 
ing off and interest wanes as one after 
another of the attackers figures prom- 
inently in the findings of the Dies Com- 
mittee. 

Advertising is not a sinister some- 
thing to suspect. It is just a part of 
selling, a proved method of increasing 
business activity—a condition we've 
all been praying for since 1930. 

It has introduced new luxuries and 
improved necessities in towns and vil- 
lages at the same moment as in the 
great metropolitan centers. 

It has played a leading part in lifting 
home drudgery from the backs of 
women, putting the nation on wheels, 
improving our diet, hygiene and ap- 
pearance. By stimulating mass pro- 
duction it has brought down the cost 
ot the things we buy. It has helped 
keep our factories busy, our people at 
work. 

Let’s cheer advertising on. Help it to 
give business a lift. What helps adver- 
tising helps you. 


This message is published by 


NATION'S BUSINESS 


It is the 43rd of a series contributed to a 
better understanding of free enterprise. I 
you believe that advertising is a good thing 
and should be encouraged, why not say so 
plainly when you hear it slandered? 
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“They're takin’ down conductors 


that were too small to carry the load” 














“We're sure savin’ money with this engine-driven rig; 
it reels up the old conductors as it pulls in the new. Too bad, 
though, we couldn’t have saved the expense of a change- 
over by makin’ the line heavy enough in the first place.” 
Of course, you can’t always anticipate growth of loads. 
But give your rural load builders a chance to profit by 
their efforts. Use conductors of sufficient conductivity to 
take. care of at least a reasonable increase in demand. 
A.C.S.R. provides the necessary conductivity. It has 
enduring strength which makes first costs low and holds 
down maintenance costs. ALUMINUM COMPANY OF 
America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 
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SELL COMFORT for isolated spots 


GRINNELL ELECTRIC TYPE THERMOLIER OFFERS 
UNUSUAL OPPORUNITIES AS A LOAD BUILDER 





Ideal Heating Equipment 


for: TEMPORARY CONSTRUCTION 
BRIDGE CONTROL HOUSES 
VALVE HOUSES 
GATE KEEPERS’ HOUSES 
FILLING STATIONS 
PARKING LOTS 
GARAGES 
DRYING PROCESSES 
WAITING ROOMS 
CRANE CABS 




















Grinnell Thermolier, Electric Type, opens O 


new markets for efficient heating in isolated 





spots. 
It provides simple, easy installation. Consider 

nei eas 4 THE HEATING 
it either for your own plants or as a top-notch ELEMENTS 
specialty for your Sales Department. The spe- 
P y . P ' ; P G-E Strip Heaters, specially built, 
cially built electric fan combined with a pro- with protective coating good for 
1000° F, mounted to allow for expan- 
i - v5 i sion, protected against over-heating 
even heat. Six sizes and capacities. Write for by thermal over-load cut-off which 
disconnects heating element if fan 
; 7 ‘ stops. Cut-off easily reset by a button 
Offices, Providence, R. I. Branch offices in prin- control. 


tected heating element assures a full measure of 


full details. Grinnell Company, Inc., Executive 





cipal cities of the United States and Canada. 





re 


a OE oe re 
GRINNELL //HERMOLIER 


THE UNIT HEATER WITH 14 POINTS OF “SUPERLORITY 
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New RIED No.65R 
threads 4 sizes of pipe 
with 1 set of chasers 


... quicker, better threading at lower cost 


@ These rugged all-steel and malleable alloy 
RIESIb Threaders, with drop-forged 
hardened steel cam plates, are unusual time 
and money savers. Your workmen thread 1” 
to 2” pipe with 1 set of chaser dies instead 
of the usual 16. No extra dies to lose, no 
bother changing. 


Choice of two mistake-proof workholders— 
quick-setting cam or plate type: set to pipe No. 65RP, ratchet, plate type 
. ‘ ‘ . workholder. Threads 1”, 1%”, 
size, tighten one screw; no bushings. Work- 1%”, 2” pipe with 1 set of dies. 
holders take 2” couplings for threading 2” 


close nipples. 


Closed chaser slots can’t stretch. Chaser dies 
of semi-high-speed tool-steel cut accurate 
threads. Flip of thumb lever reverses ratchet 
for safe quick backing off. 

Your men will appreciate the greater effti- 
ciency of these No. 65 threaders, enjoy work- 
ing with them—and your Company benefits 
in tool economy. Order from your Supply 
House, today. 


No. 65RC, ratchet, cam type 


THE RIDGE TOOL COMPANY, ELYRIA, OHIQ — osse'eitn*Ysec*ories,* “** * 


MAKERS OF THE FAMOUS RIG&EID WRENCH 
Fr ieeelt> pire Toots 
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MAP 


of the 


PUBLIC POWER PROGRAM 


aw eo 


‘Federal Financing and Location 


Public Power Projects; 1933-1939” 


—the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
cance of this important develop- 
ment. — 


A simple color scheme and dis- 
tinctive symbols, designating the 
different types of projects, facili- 
tate use of the new map. More than 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Invaluable to all those interested 
in the public power program. Suit- 
able for framing and wall use (size 


29 in. x 42 in.). 


Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
age prepaid in the United States and Canada. 


P. U. R. Executive Information Service 


1040 Munsey Bldg. 


Washington, D. C. 
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BUT WE'VE 
GOT RESEARCH 


_.. SO what can 
E.T.L.do 
for us? 


e E. T. L research and testing 
can be a valuable aid to utility 
research departments. It does 
not replace them. 


By taking advantage of E. T. 
L.’s extensive testing facili- 
ties, you can avoid heavy in- 
vestment in special equip- 
ment. You pay only for the 
service you use—do not have 
funds tied up in expensive, 
seldom used apparatus. 


Over forty years experience in 
testing has specially qualified 
us to handle competently most 
testing or research problems 
that may arise. 


- +. and on new developments E. T. L. 
cooperates with the utility in providing 
an authoritative, independent check on 
new developments—new processes. 





We work with you to help you deter- 
mine actual service conditions—then 
test against them. 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 793th Street 
New York, N. Y. 





What questions are 
bothering you about the 
Wage-Hour Law? 


Are any of your employees 
exempt from minimum wage 
requirements? From. the 
42-hour week? 

What can be done to avoid 
paying overtime? How 
about time off in the dull 
season? 

Must “waiting time” be count- 
ed as working time? 

What must you do to comply 
with the law if you take a 
contract or subcontract on 
government business? 


The official answers to these 
and 243 other questions about 
what the Government has to 
say about your employment 
policies can save you a lot of 
money and a lot of worry in 
the months ahead. 


Wage and Hour 
Manual 


1940 EDITION 


This book brings you the official answers of the 
Wage and Hour Division to 249 questions asked by 
employers or employees. You will have the full 
text of the Act, the regulations and interpretative 
and explanatory bulletins. You will know how 
the law has been applied to hundreds of situations 
and how the courts are enforcing the law. It 
will tell you what others are doing to protect 
themselves from the penalties and violations. 

In 23 helpful sections it tells how the Wage- 
Hour Law operates, how to handle overtime, who 
is subject to the law, which employees are ex- 
empt, what records must be kept. It covers not 
only the Wage and Hour Act, but the Public Con- 
tracts Act, the Eight-Hour Law, and Anti-Kick- 
Back Acts for public contract work, and the de- 
velopments under state wage-hour laws. 

Don’t wait until the inspector asks to examine 
your records, to investigate this book. Send for 
@ copy today and protect yourself. Just one 
helpful hint from this book will more than repay 
its cost to you. 


Examine it for ten days—send the coupon 





Bureau of National Affairs, Inc. 
2201 M Street, N. W., Washington, D. C. 


Send me the 1940 edition of Wage and Hour 
Manual for ten days’ examination on approval. 
In ten days I will send $5 plus a few cents postage, 
or return the book postpaid. (Postage paid on 
orders accompanied by remittance.) 


City and State 
Position 
Company Ki v0 one te Nahenie lake seb eenad meenes es P.UF. 
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SAVE MONEY WITH VARI-TYPER 


Many Utility Companies are saving money by using the Vari-Typer 
.._. the composing Type Writer with changeable faces and spaces, 
This compact office machine reduces composition and printing costs 
for rate schedules, office forms, bulletins, booklets, folders, etc., 
for either mimeograph or offset reproduction. Investigate the say. 
ings possible on all your required printing. 


WRITE TODAY for new demonstration portfolio, “How Utility 
Companies are Saving Money with Vari-Typer’ with actual samples 
of work produced. 


RALPH C. COXHEAD CORPORATION 


Manufacturers of Vari-Typer 


333 Sixth Avenue New York, N. Y, 























Public Utilities Fortnightly—The review magazine of current 
opinion and news relating to Public Utilities. Conducted as an open 
forum for the frank discussion of both sides of controversial utility 
questions. Issued every other Thursday—26 numbers a year—Annual 
subscription $15.00. 


























COMBINED METERS SANGAMO TYPE HV METERS 
AND TIME-SWITCHES 
The Type HV instruments combine a 





standard singlephase HF watthour 





meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 


rate register. Low cost installation and 





TYPE HY-11-5-2 minimum space requirements make 


them desirable for metering and con- 


TYPE HV-11-A 





trolling off-peak loads. 


Modern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 
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~ UTILITY ROUTINES 


WHEN THE NEW 


Ditto D-44 


TAKES CHARGE! 





Until you know the new Ditto D-44, you 

cannot imagine how great an aid it can be 

every day, every hour. It is like having 
extra people on the payroll. 


Without type, stencil or ink it makes 300 and 
more bright copies of anything written, typed or 
drawn... rate schedules; operating and progress 
reports; specifications, engineering drawings; 
service, factory and work orders; forms, and the 
like... 70 copies a minute, in one to four colors 
at once, 6c for the first 100, 3c thereafter. Origi- 


nals can be used repetitively—excellent for accu- 
mulative reports. 





Make your department more effective—get the 
whole story of Public Utility performance on 
gelatin or liquid Ditto duplicators. Use coupon 


for free idea-booklet, ‘‘Copies, Their Place in 
Business.” No obligation! 


DITTO, Inc. 
2214 W. Harrison Street, Chicago, Illinois 
Gentlemen: 


Send me copy of your book, “Copies, Their 
Place in Business.” No obligation, 
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15 T* 1 Merylond Utilities Association will hold annual fall convention, Ocean City, Md., 
Sept. 6, 7, 1940. 
16 F q Pennsylvania Electric Association will hold meeting, Bedford Springs, Pa., Sept. 
4-6, 1940. 
Ties Mountain Electric League will hold annual convention, Albuquerque, 
17| Se OM, Sept. 9-11, 1940. 
18 S q League of Iowa Municipalities starts meeting, Council Bluffs, Iowa, 1940. 
19 M { Appalachian Gas Measurement Short Course opens, University of West Virginia, Mor- 
gantown, W. V., 1940. 
Q Illuminating Engineering Society will hold convention, Spring Lake, N. J., Sept. 
20 7. 9-12, 1940. 
WwW { Telephone Asso. of Maine, New Hampshire Telephone Asso., and Vermont Telephone 
21 Asso. will hold jount meeting, Poland Spring, Me., Sept. 12, 13, 1940. 
22 T* 7 State Municipal League of Utah convenes for session, Logan City, Utah, 1940. 
1 Wisconsin Utilities Se. Accounting Section, will hold convention, Green Lake, 
23 F Wis., Sept. 16, 17, 
24 Se q Pacific Coast Gas Association will hold annual convention, Coronado, Cal., Sept. 18- 
25 S { American Transit Association will hold annual convention, White Sulphur 
Springs, W. V., Sept. 22-26, 1940. 
26 M {International Association of Electrical sone, Southwestern Section, will open 
annual meeting, Santa Barbara, Cal., 1940. 
27 T* { American —~ of Electrical Engineers starts Pacific Coast convention, Los An- 
geles, Cal., 
238 WwW q Empire State Gas and Electric Association will hold convention, Rye, N. Y., Sept. 








26, 27, 1940. 
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Public Ownership and the 
Central Valley Project 


First, California dreamed this great work for flood protection and 

irrigation, then planned it—and now Uncle Sam is building it. Distribu- 

tion of the incidental power, through publicly owned systems, seems to 

be a temporary issue, a political football. Californians are not likely 
to lose sight of the original objectives. 


By JAMES H. COLLINS 


or fifty years, California had a 

dream—that of harnessing its 

northern rivers—to prevent the 
disastrous floods that have been a haz- 
ard since gold rush days. 

In 1930, this dream was set down 
clearly on paper — the State Water 
Plan report of 1930. 

In 1933, the people of the state voted 
a bond issue of $170,000,000 to build 
the project, but these bonds were 
never sold, by reason of depression 
and mounting taxes. 

In 1937, Uncle Sam took over the 
project, a possibility that had been in 
mind all along; the work was started 
by the Department of the Interior, and 
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to date $75,000,000 has been appro- 
priated towards construction, which is 
actively under way. 

In 1939, the first Democratic ad- 
ministration to hold office in California 
in more than forty years had a strong 
representation of public ownership ad- 
vocates. A bill was introduced under 
which the $170,000,000 of “frozen” 
bonds would be sold to assist local gov- 
ernments to construct works for the 
distribution of electrical energy gener- 
ated by Shasta dam, built as part of 
the project. 

This bill was passed by the senate 
24 to 15, but defeated by two votes in 
the house, 39 to 37. 
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AN the 1940 special session of the 
legislature, Governor Culbert L. 
Olson, a public ownership advocate, 
asked that $50,000,000 worth of the 
bonds be sold for the same purpose. 
This time the opposition was stronger, 
and the measure did not get past the 
senate, where it was allowed to die on 
the table by a vote of 6 to 28. 

The power aspects of this project 
have not, until now, figured largely 
in its support by the people of Cali- 
fornia. It began, with them, as a dream 
of what might be, and has advanced to 
the construction stage, because they 
thoroughly understand flood control 
and irrigation. 

California is the second largest state 
in the Union in area, but proportion- 
ally one of the smallest in acres that 
will grow crops. 

Only about 3,500,000 of its 100,- 
000,000 acres are good crop lands, an 
area a little larger than Connecticut, 
and 70 per cent of the yearly average 
crop value of $600,000,000 is grown 
on about 1,000,000 acres. 

Without water, practically none of 
this land is tillable, and the project will 
bring water to considerable areas of 
land that have been abandoned for lack 
of it. 

As for floods, these have occurred 
with enough regularity to keep them 
constantly in the minds of Cali- 
fornians. 

It was for flood control and irriga- 
tion that California voted bonds at the 
depth of the depression, and the power 
issue is new. 

To switch this project from its orig- 
inal purpose, and make the produc- 
tion and sale of power the main issue, 
might easily defeat its irrigation value. 

It seems reasonable, therefore, to 
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expect that, as the people of California 
reéxamine the whole project from this 
viewpoint, they will want the original 
purpose carried out, with power figur- 
ing as a by-product, and distributed 
through existing channels. 


a is famous for its fer- 
tility in Utopian schemes, such as 
the recent old-age pension plan. 

But when it comes to a showdown 
of votes, the state has more hard sense 
than it is given credit for. The very 
fact that such schemes are originated 
and agitated here tends to educate the 
voters. 

In 1921, when the nation was daz- 
zled by the possibilities of tax-exempt 
bonds, a $500,000,000 proposition for 
establishing the state in the power 
business, in a really big way, was put 


before the voters. Private utility people 
at first did nothing to oppose it, until 
they found that farmers were in favor 
of it, thinking it another codperative 
project, like the “Sunkist” marketing 


association of orange growers. 
Whereupon, utility companies entered 
the campaign, not in opposition, but 
with a “stop-look-listen!” warning. 
The measure was defeated by a heavier 
majority than Senator Hiram Johnson 
received in the same election. 

In San Francisco, the voters have 
repeatedly voted down proposals to 
put them in the power business with 
“juice” from Hetch Hetchy dam, and 
the last time when it was virtually a 
“must” from Washington, neverthe- 
less defeated it. 

What this new public ownership of 
Central Valley power issue will lead to 
is a matter for the future to decide. 

What will be the tax displacements 
if public ownership encroaches upon 
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or absorbs the business of existing 
utility companies ? 

What will be the effect upon Cali- 
fornia agriculture when water from 
the Central Valley project brings more 
land into cultivation? At the present 
time, the state is plagued by agricul- 
tural surpluses. 


A’ an engineering work, the Central 
Valley project is a large and in- 
genious enterprise. In the wonder- 
language that is used to describe public 
works in picture captions and titles, it 
will kill off a river, push the ocean back 
50 miles, have one dam second only to 
Grand Coulee, save America’s most 
fertile acres from the encroachment of 
the desert... . 

One spectacular feature is the mov- 
ing of 10,000,000 cubic yards of gravel 
and sand on a 36-inch conveyor belt. 
The journey from the gravel beds at 
Redding is about 94 miles, and the belt 
is 22 miles long, will move 1,100 tons 
per hour, and for its type, is a world- 
beater. 

And all the gravel will be washed 
for gold before it goes into the dam. 
About 20,000,000 yards will be worked 
to get 10,000,000 yards of gravel and 
sand. It isn’t high-grade placer, but 
there is enough gold to warrant the 
contractors paying a subcontractor to 
erect a $31,000 gold recovery plant. 
After that is paid for with gold re- 
covered, they will divide whatever gold 
remains after the job is done. Figuring 
5 cents gold per cubic yard of dirt, 
there would be $1,000,000 worth of 
metal, and even though that’s gross, re- 
covery would probably show a profit. 

It is really a great work, but perhaps 
more interesting for its complexities 
than its bigness. 
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The picture starts with Mount 
Shasta, in the northern part of the 
state, a lofty summit with a permanent 
snow cap, the mother of the Sacra- 
mento river. 

Flowing south through mountains, 
this river debouches into the Sacra- 
mento valley, just north of the city of 
Redding. On its way, it is augmented 
by the Pit river, with its tributaries, 
and the McCloud river and tributaries. 

Entering the valley, the Sacramento 
continues on a southerly course to a 
point near the city of Sacramento, 
where it is joined by the Feather and 
American rivers. It then swings west- 
erly until it empties into Suisun bay, 
an arm of San Francisco bay. In en- 
tering the bay region, the Sacramento 
is joined by the San Joaquin river, 
which rises in the Sierra Nevada 
mountains. The confluence of these 
two rivers forms the delta region. 

While the Sacramento and San 
Joaquin valleys are named after their 
two rivers, they are geographically one 
valley—the Great or Central Valley. 

The Sacramento has a superior vol- 
ume of flow, because the storms that 
sweep in from Alaska and the North 
Pacific bring heavier and more de- 
pendable precipitation on the Siskiyou 
mountains than upon the Sierra Ne- 
vadas. 

So, it has been natural for Califor- 
nians to think of a reclamation proj- 
ect that would utilize the surplus 
waters of the Sacramento to supply 
the deficiencies of the San Joaquin. 


e hen Indians never complained of 
any water shortage, but when the 
white man came, and began building 
towns, and cultivating lands, it was 
clear that he needed water, and there 
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wasn’t enough of it in the dry sum- 
mers, while there might be too much 
of it in a season of heavy rains. 

California’s floods are “unusual.” 
Instead of the gradual rise over a long 
period, as is the case with rivers like 
the Mississippi, its floods come sud- 
denly, with storms predictable only a 
day or two in advance. The waters 
come down like a tornado. 

Floods did not bother the red man 
—he simply moved to high ground in 
the rainy season. 

But the white man has crops and 
towns that cannot be moved, and from 
the earliest gold-mining days, when 
the nature of the country was being 
learned, floods have been a costly 
hazard. 

So, California has long dreamed of 
impounding the flood waters for flood 
protection, and their use later for irri- 
gation. With a system of public works 
which would accomplish this, the 
Great Valley would be secure, and 
more productive, and would provide 
homes for more people. 

The first plan for water control in 
the Great Valley dates back to Grant’s 
administration, when in 1873 a War 
Department survey was made, and a 
system of control proposed chiefly for 
irrigation. Other Federal and state 
studies followed through the years, 
with plans growing more elaborate, as 
the communities and agricultural in- 
dustries needing protection grew 
greater, until the plan of 1930 com- 
bined all the needs in the series of proj- 
ects which is the Central Valley proj- 
ect. 

The Great Valley is almost 500 
miles from north to south, averages 50 
miles across, makes up more than half 
the area of the state, 58,000 square 
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miles, and is equal in area to Florida, 


gure midway on the western rim 
of this great basin, which Indian 
legends say was entirely enclosed until 
the Golden Gate was broken through, 
perhaps within the memory of Indians 
living when the white man came, there 
is San Francisco bay, draining the 
valley to the Pacific. 

On the north, the waters come 
down from Mount Shasta, through 
the Sacramento river; and, from the 
south, a system of rivers carries water 
from the Sierras to the San Joaquin 
river, and up to San Francisco bay. 

To impound these waters, two dams 
are provided—one at the head of the 
Sacramento, above Redding, the 
Shasta dam, and the other, Friant dam 
on the San Joaquin river, about 20 
miles north of Fresno, of smaller pro- 
portions—290 feet high, 147,000,000 
gallons capacity, and costing $13,646,- 
000. 

The power-generating capacity of 
Shasta dam is estimated at 375,000 
kilowatts. Friant dam will provide no 
power. 

The river to be “killed” is the San 
Joaquin, which normally flows north. 
Because this river does not provide 
enough water for irrigation in the 
southern part of the Great Valley, 
even with its flood waters controlled, 
it is to be reversed, to flow south, 
where its water is most needed. And 
its normal water supply, thus diverted, 
will be replaced by water from the 
Sacramento’s surplus. 

To accomplish this, the saline waters 
of the Sacramento delta lands between 
Sacramento City and Stockton, where 
the fresh and canned asparagus and 
many other truck and canning crops 
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Crop Lands in California 


— is the second largest state in the Union in area, 

but proportionally one of the smallest in acres that will grow 

crops. Only about 3,500,000 of its 100,000,000 acres are good crop 

lands, an area a little larger than Connecticut, and 70 per cent of the 

yearly average crop value of $600,000,000 is grown on about 1,000,- 
000 acres.” 





are grown, will be freshened by an all- 
year flow of Sacramento river water, 
and from the delta there will be 
pumped sufficient water to take care of 
the San Joaquin valley north of Friant 
dam, replacing the supplies that will 
be diverted south. 


| cee these two dams, it will be 


necessary to construct three 
canals and a large pumping system, to 
distribute water to different sections 
whose requirements vary. 

The longest canal is the Friant- 
Kern, 160 miles, carrying San Joa- 
quin river water south. This water 
will be used principally for irrigation. 
The Madera canal, 40 miles, will carry 
water north from Friant dam to take 
care of irrigation in an agricultural 
district of 130,000 acres, of which 
40,000 acres are now in need of water. 

The Contra Costa canal, or conduit, 
46 miles, will turn fresh water into 
the delta country, now at times in- 
vaded by brine that comes up from the 


199 


ocean, through San Francisco, San 
Pablo, and Suisun bays, and into the 
Sacramento river. 

In this region, the project will serve 
industry as well as agriculture, for the 
Pittsburg-Antioch area south of the 
Suisun bay has factories that use large 
volumes of water. When the river is 
fresh, they use its water, and when 
brine invades the river, in summer, 
they draw on wells. 

In recent years, the water table in 
this area has fallen so low that less 
than half the yearly requirements are 
met by the replenishment of rain and 
streams, and agricultural lands which 
formerly grew crops without irriga- 
tion are now unproductive without it. 
Some of the underground water sup- 
plies have turned salty, from unknown 
causes. 

The conduit will lift water 100 feet 
along its route, and have two pumping 
stations. 

Another pumping unit in the gen- 
eral plan is the San Joaquin pumping 
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system, which will carry surplus Sac- 
ramento river water, from the delta, 
over a 100-mile route, to Mendota, re- 
placing the water that will be diverted 
from the San Joaquin river for irriga- 
tion purposes in the southern end of 
the San Joaquin valley. 

The “customers” for this regulated 
water supply are the numerous towns 
and agricultural districts in the Great 
Valley, and each has its own demands 
and problems. 


Peres Costa county and the Sac- 
ramento-San Joaquin Delta need 
more water for municipal, industrial, 
and agricultural purposes. The Contra 
Costa region is a heavy water user 
now, and will have heavier future 
needs, with industrial growth. 

The delta country, with 400,000 
acres of “Nile-rich” bottom lands, and 
annual crops worth at least $25,000,- 
000, is menaced by brine in its irriga- 
tion water. 

During the rainy season, the flow 
of fresh water keeps salt water far 
down the river, but in the dry season 
it encroaches, and in a dry cycle, like 
that of 1924, the brine has come with- 
in five miles of Stockton. A steady 
flow of fresh water through the year 
will correct this situation. 

In the south end of the San Joaquin 
valley, the water table had been stead- 
ily dropping, as wells were sunk to sup- 
ply irrigation water by pumping. In 
some cases the lift is now 250 feet, and 
the costs are as high as $20 per acre 
yearly. When pumping costs rise too 
high, the land goes out of cultivation. 
An adequate supply of water through 
the year, and the restoration of the 
original water table, will bring back 
abandoned land, and lower the irriga- 
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tion costs on land which is now in cyl- 
tivation. 

South of the Kings river there are 
16 foothill irrigation districts, with a 
total of about 500,000 acres of agri- 
cultural lands, of which more than half 
need irrigation. At the present time, 
water is available for about 220,000 
acres. 

Shasta dam is the outstanding unit 
of the whole project. It is now under 
construction, beneath Mount Shasta, 
which with its 14,380 feet, “Looks like 
a mountain should look.” 

The dam will be the second largest 
concrete dam in existence, Grand Cou- 
lee holding first place. River outlets 
will be provided at three elevations, 
and five main hydroelectric power 
units are each to consist of a 75,000- 
kilowatt generator, driven by a 103,- 
000-horsepower turbine. The Kennett 
transmission line will carry the power 
200 miles along the west side of the 
Great Valley to a _ substation at 
Antioch. 


A Shasta dam will impound the 
waters of three rivers—the Sac- 
ramento, Pitt, and McCloud—and 
create a lake 15 miles long, it is neces- 
sary to relocate the Southern Pacific’s 
main line to Oregon. Thirty-seven 
miles of the present track have to be 
replaced with 30 miles at higher levels. 

The new line will cost $17,500,000, 
of which $6,000,000 goes into a 
double-decked bridge, 500 feet above 
the Pitt river, highest structure of its 
kind in the world. One deck will carry 
motor traffic over the relocated high- 
way. The line will have 12 tunnels, 
totaling 19,000 feet, against 4,000 feet 
of tunnels in the old line. 

One feature of this railroad reloca- 
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tion is the construction of a 1,820- 
foot by-pass tunnel, which will be used 
by the railroad while the dam is being 
built. On completion of the railroad 
relocation work, the river will be di- 
verted through this tunnel while con- 
crete is being poured for construction 
of the dam. 


A even more interesting “reloca- 
tion” problem had to be solved at 
Friant dam. For water used for irri- 
gation in a large district will be di- 
verted south, to another agricultural 
section, and thousands of ranchers 
would have to be taken care of with a 
different supply. 

Some of these ranchers are in the 
“Grapes of Wrath” classification, with 
large holdings, among them Miller & 
Lux, of whose lands it was once said 
that the owners could ride on their 
own holdings from the Oregon to the 
Mexican boundaries. 

That may have once been true, but 
today there is a larger land baron in 
California, holding title to two-fifths 
of the state, and not likely to lose any 
of his holdings through age, death, or 
family vicissitudes. He is your Uncle 
Sam, with more than 44,000,000 acres 
—national forests 18,500,000; nation- 
al parks 1,788,000 ; Indian reservations 
500,000; and unappropriated public 
lands, mostly desert and bare moun- 
tain, 18,500,000 acres. 


To replace the diverted water at 
Friant dam, the San Joaquin pump- 
ing system will carry Sacramen- 
to river water up the San Joaquin 
valley, by a series of lifts, as far as 
Mendota. 

Shasta dam power will be used for 
all this pumping. 

Then, there are the navigation as- 
pects. 

Roughly, the whole project is to 
cost $170,000,000. Of that, $158,- 
000,000 is charged against the work, 
to be paid back to the Federal govern- 
ment, over a 40-year period, by water 
and power revenues. The remaining 
$12,000,000 is a grant for the im- 
provement of navigation. 

Tides normally go up the Sacra- 
mento 60 miles, and up the San Joa- 
quin 65 miles—a few years ago Stock- 
ton converted itself into a seaport. 

By improvements in the Sacra- 
mento, it will be made navigable for 
river vessels as far as Red Bluff, just 
below Shasta dam. Both the Sacra- 
mento and San Joaquin run through 
country that has heavy cargo—grain, 
hay, cotton, petroleum. The Central 
Valley project will lay the foundation 
for such future river and canal trans- 
portation as may be most advanta- 
geous to shippers. 

Navigation was one of the argu- 
ments advanced in favor of the proj- 
ect when California voted bonds for 


gable for river vessels as far as Red Bluff, just below Shasta 


q “By improvements in the Sacramento, it will be made navi- 


dam. Both the Sacramento and San Joaquin run through 
country that has heavy cargo—grain, hay, cotton, petroleum. 
The Central Valley project will lay the foundation for such 
future river and canal transportation as may be most ad- 
vantageous to shippers.” 
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it in 1933. All-year navigation may 
possibly be restored in the Sacramento 
to Red Bluff, and in the San Joaquin 
for 86 miles south of Stockton. Main- 
tenance of water levels for all-year 
navigation would be an advantage to 
users of irrigation water, lowering 
pumping costs. 

There was opposition to the project 
at that election, of course, but argu- 
ments against it boiled down mostly to 
these three: 


1. It is planned to increase Cali- 
fornia’s farm production, and our 
farmers cannot now sell all they 
raise—therefore it would increase the 
surplus and further demoralize farm 
prices. 

2. Because a large part of the reve- 
nue must come from irrigation water 
sales, and the project would decrease 
farmers’ income, it can never become 
self-supporting. 

3. Hydroelectric power is counted 
upon as another source of revenue, 
but California power companies now 
have excess facilities to meet all needs 
for years to come, and so the power 
could not be marketed. 


MN that time—1933 seems so long 
ago!—the public ownership issue 
was not raised. Power would be sold 
to established utility companies, and 
they would distribute it over their sys- 
tems. Consequently, there was no dis- 
cussion of tax displacement. 

Taxes in 1933 were still normal, and 
the voter had not been schooled in the 
technique of tax displacement. Had 
the issue been raised then, he would 
hardly have been alarmed — if the 
township or the city or county lost 
revenue from the electric light or gas 
company, then it would be made up in 
some other way. It wasn’t enough to 
worry about. 
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But since then, the desperate hunt 
for revenues has educated the voter. 
He fully understands that, if taxes are 
displaced, the tax collector is going to 
come to him to make good the loss, in 
higher property taxes, or sales taxes, or 
licenses, or collections on whatever he 
has that offers the easiest levy, from 
his home to his cigarettes. 

So, today, the tax displacement pos- 
sibilities of this project are a live issue, 
and one that will not be overlooked in 
any further discussion by California 
voters. 

It is a somewhat complicated issue. 

For the fiscal tax year 1939-40, local 
taxes on electrical utility companies in 
the 20 counties in the Great Valley 
will exceed $3,500,000. 

These are city, school, district, and 
county taxes alone, and do not include 
state or Federal taxes of any kind. 

These utilities sell gas in some terri- 
tory, and also operate street cars, but 
their tax ratio works out around 75 
per cent for electricity, 25 per cent for 
other activities. 

So, the tax displacement would be 
$2,600,000 yearly, if all their electrical 
business were taken over. 


_ even if public ownership took 
them over under the Olson plan, 
twice defeated in the legislature, it 


would be no_ lock-stock-and-barrel 
seizure. 

Under the Olson proposals, the state 
would lend money to local govern- 
ments for setting up distributing sys- 
tems in competition with existing pri- 
vate systems. In such cases, the dis- 
placement of taxes would be partial 
and gradual. Local governments would 
have the option of condemning exist- 
ing systems, in which cases the dis- 
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Local Taxes 


1939-40 
$271,714 


County 


Butte 
Colusa 
Contra Costa 


Sacramento 
San Joaquin 
Shasta 
Solano 
Stanislaus 


$3,530,413 


placement would be complete—but in 
only part of the territory affected by 
the project. Also, money would be 
loaned local governments for building 
new distributing systems in rural re- 
gions not now served by private utili- 
ties. These regions are not many, in 
highly electrified California. In such 
cases there would, of course, be no dis- 
placement of taxes. 

The 20 counties affected by the 
Central Valley project, with local util- 
ity company taxes for the current year, 
are as outlined above. 

The dominant utility corporation in 
the Great Valley is the Pacific Gas and 
Electric Company, which purchases the 
current from Hetch Hetchy. 

Prior to the Olson proposals, 
“PGE” had made offers for Central 
Valley power on a basis of a price that 
would be as high as that paid for Boul- 
der dam power, and possibly higher. 
Therefore, there is no doubt about 
there being a market for the power, 
and one that would be simple compared 
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1930 
Population 
3,410 

10,257 


Ratio 
Electricity 
$203,784 


88,398 


$2,650,632 908,027 


with the complicated process of set- 
ting up public ownership distributing 
units in many different communities of 
the Northwest. 

The Olson proposals have been sup- 
ported by Secretary of the Interior 
Harold L. Ickes, in letters advising 
California to create additional public 
utility districts to purchase and dis- 
tribute the Central Valley power, and 
stating that the Federal reclamation 
law requires that preference be given 
to public agencies in the sale of elec- 
tricity. 


it is not yet entirely clear who is to 
handle this power, provided the 
voters of California do not see wis- 
dom in setting up the distributing fa- 
cilities required by the Olson plan. 
California has a Water Authority 
which would have that job if the proj- 
ect were being carried out by the state, 
but as the Bureau of Reclamation is 
building the system, it may be the 
proper agency to market the power if 
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the Olson plan is not adopted. In that 
event, the logical customer would be 
the one that has already made tentative 
offers, and which has the distributing 
facilities. 

A study made by Lester S. Ready, a 
consulting engineer, for Electrical 
West, summarizes the power situa- 
tion thus: 

About 6,000,000,000 kilowatt 
hours are now generated for the Cen- 
tral Valley, of which 96 per cent is 
transmitted by PGE. The California 
Railroad Commission, an_ effective 
regulatory body for over twenty-eight 
years, has supervised more than 90 
per cent of this company’s capital in- 
vestment, as well as its rates and serv- 
ices. 

Sale of power generated by Shasta 
dam to public agencies, to comply with 
Federal laws, will differ from other 
great projects like TVA and Bonne- 
ville, in that not more than 25 per cent 
of the load required by the market will 
be generated at Shasta; the output is 
subject to wider fluctuations by reason 
of flood control, navigation, and other 
features; the territory is already ex- 
tensively served by a single private 
agency, under effective state regula- 
tion; and the project will serve terri- 
tory entirely within one state. 

At the same time, it is manifest that 
maximum power revenues will be 
needed to aid in support of the project. 


| geese through publicly owned 
facilities will require the financ- 
ing and building of extensive new dis- 
tributing systems ; create a competitive 
rate situation; establish a public own- 
ership policy; ignore the existing 
private facilities ; and tend to delay the 
fulfillment of the original purpose by 
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throwing Central Valley into political 
controversies. 

Disposal to the existing private 
agency would require no new invest- 
ments in distributing facilities, afford 
a quick market, and displace only 
steam-generating facilities. This would 
not create a competitive market, nor 
comply with Federal policies. 

A modified plan is suggested—that 
the power be sold to PGE, under a 
contract providing that noncompeti- 
tive state distributing systems, which 
might be set up, could buy power at 
rates based on the price paid to the 
project, plus reasonable distribution 
cost, the price to be fixed either by the 
California Railroad Commission or 
the Reclamation Bureau. This would 
assure rapid absorption of Shasta 
power, with fair rates to consumers, 
call for no large additional investment 
in distributing facilities, and avoid po- 
litical or other interference with the 
primary purposes of the project — 
flood control and irrigation. 

Will the Central Valley project 
bring a large area of new lands into 
cultivation, and simply add to the crop 
surpluses that now plague California? 

The answer to this question is—Yes 
and No. 

California’s crop surpluses are 
either in horticultural specialties, like 
oranges, lemons, walnuts, raisins, 
prunes, and canning fruit, and in fresh 
vegetables grown for eastern ship- 
ment, or in staples like cotton, of which 
a national surplus exists. 


7 the Great Valley lands brought 
under water by the project were 
put into cultivation for these crops, 
the results would be unhappy. Only a 
small proportion of the land is situated 
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The Central Valley Project 


66 Asanengineering work, the Central Valley project is alarge and 

ingenious enterprise. In the wonder-language that is used to 
describe public works in picture captions and titles, it will kill off a 
river, push the ocean back 50 miles, have one dam second only to 
Grand Coulee, save America’s most fertile acres from the encroach- 


ment of the desert.... 


3) 





far enough south to grow the horti- 
cultural specialties, and cotton. 

And only a small proportion of the 
land affected is new land, because the 
chief benefit promised by the project 
is the restoration of economical irri- 
gation to lands that have been aban- 
doned, either as farms, or parts of es- 
tablished farms still being worked in 
part. On these lands, the cost of water 
has been the determining factor be- 
tween profit and loss, and the project 
will throw a large acreage back into 
black ink. 

Along with its agricultural sur- 
pluses, California has some chronic 
agricultural shortages, as well as ca- 
pacity to grow some crops of which 
there is a national shortage. 

There is always a shortage of home- 
grown pork in California, with large 
purchases of pork products from east- 
ern packing centers. 

It may be that, because the state is 
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not corn territory, the hog did not join 
the various migrations to golden Cali- 
fornia. Anyway, there is always a 
market for hogs, and they can be 
grown without corn—barley is the 
substitute in California, and hog rais- 
ing depends pretty much on the price 
buyers are willing to pay for barley for 
brewing and other uses. 

California also buys large amounts 
of beef, butter, and other livestock 
products from neighboring states, be- 
cause it has an industrial population 
that eats more than she has thus far 
been able to raise. 

Much of the land that will be 
brought back into cultivation by the 
project is best adapted to general 
farming, with alfalfa, barley, and 
other crops to feed a herd of steers, a 
drove of hogs, and take advantage of 
profitable prices that come at periods 
for hay, potatoes, and general farm 
produce. 
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on now, California is interested in 
something that means nothing 
to a city fellow—the irrigated pasture. 

Putting water on pasture land is 
new. For years, it had been done with 
rich alfalfa pastureage, but only in a 
limited way, and alfalfa was not an all- 
year pasture. 

Now, through experiments made 
with other grasses, and by using the 
right combination of ladino clover, rye 
grasses, orchard grass, meadow fes- 
cue, burr clover, and so on, with barley 
for a nurse crop, good all-year irri- 
gated pasture is provided at a cost that 
permits the raising of livestock either 
as a specialty, or as a side line on the 
general farm. The Central Valley 
project will undoubtedly create thou- 
sands of acres of irrigated pasture. 

One crop in which we have a na- 
tional shortage, and which has grown 
to large acreage in California the past 
nine years, is flax, for linseed oil. We 
have to import large quantities to sup- 
ply our needs. 

In 1931, two acres of flax were 
planted experimentally in the Imperial 
valley, to see if it could be grown profit- 
ably under irrigation, and the results 
were startling. Where Corn Belt states 
harvest seven or eight bushels of seed 
per acre, the Imperial valley gets yields 
four and five times that—has broken 
all records, California fashion. Since 
then, the crop has been extended into 
the San Joaquin valley. 

These results are secured partly by 
climate, for the flax can be sown in 
the fall, instead of spring, as in the 
Corn Belt, and with irrigation it is not 
dependent on rainfall. Harvested from 
April to June, it escapes diseases that 
take toll in the Corn Belt, where har- 


vest comes from August to October. 


“sage has developed machin- 
ery for handling the crop, and 
grows heavy-yielding seed varieties, 
high in oil, with an iodine content that 
gives a good drying oil. With imports 
of 13,000,000 bushels a year from 
India, Argentina, and Europe, more 
than half our requirements, flax is a 
money crop for thousands of acres, and 
oil-crushing mills in Los Angeles are 
ready to buy it, and looking toward 
the day when California can meet their 
full requirements, displacing the im- 
ported seed now needed to round out 
their year. 

The California State Water Plan of 
1930 included flood control and water 
conservation works for the Los An- 
geles region, and the bringing of water 
from the Colorado river. This plan has 
been largely carried out, the chief re- 
maining work being the construction 
of flood-control dams under a program 
that requires a long term of years, and 
an enormous amount of money. 

Now, the northern part of the plan 
is under way, with nearly one-third of 
the necessary money already appropri- 
ated—around $50,000,000. It seems 
to be going ahead to rapid completion. 

The dream of early years will be- 
come a reality. 

And though the political football 
that has been thrown into the field may 
be kicked around for a while, in the 
end this will be found an incidental 
diversion. 

First, last, and always, the Central 
Valley project is a flood-control and 
water utilization work, and Califor- 
nians are not likely to lose sight of that 
fact. 





AUG. 15, 1940 


206 





The Investment Value of 
Inland Waterways 


A critical analysis of some waterway projects which 

the National Rivers and Harbors Congress contends 

were authorized by Congress only after conclusive 
proof of their economic justification. 


By FRANK M. PATTERSON 


NE of the latest devices in cook- 
ing the books for govern- 
mental spending is the solemn 

pronouncement that whenever the gov- 
ernment makes an investment it there- 
by creates an asset. It is conceded that 
it may not be the liquid sort of asset 
which the banker demands from you 
and me as collateral whenever we want 
to make a loan. But we are assured by 
the advocates of spending that invest- 
ment of the taxpayers’ money in such 
public works is something like the 
biblical description of casting bread 
upon the waters. 

With vivid recollections of 1929, we 
may be pardoned if we reply “Oh 
yeah?” and yet we are asked to sanc- 
tion weird governmental spending on 
the premise that it is really for projects 
that will have satisfactory economic 
returns. 

Stuart Chase, to take the curse off 
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many of these schemes, is the apostle 
of semantics, or the science of words. 
The term, in its present connotation, is 
a semanticism for the more forthright 
and plebeian “weasel words.” It has 
not been ignored by the government in 
its inquiries into certain phases of busi- 
ness and by special pressure groups to 
lure the nation into schemes which 
they themselves would not finance. 


A example of the latter is found 
in resolutions adopted by the 
National Rivers and Harbors Con- 
gress at its convention in Washington 
on March 14th, 15th last, two of which 
are quoted : 


We reiterate that the policy of 
free navigable waterways in the 
United States is traditional and we 
recommend that our waterways be 
deemed public highways and remain 
free forever. Tonnage tax or tolls in 
any form on water-borne commerce 
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constitute a menace to prosperity and 
are particularly obnoxious to us. We 
are unalterably opposed to the control 
and regulation of the water transport 
services upon the inland waterways, 
intercoastal, coastwise, lake areas, and 
harbors by any regulatory commis- 
sion. 

Inasmuch as all navigation, flood 
control, irrigation, and water conser- 
vation projects, which were author- 
ized by Congress only after conclusive 
proof of their economic justification, 
constitute a definite and permanent 
contribution to the national wealth 
and the national defense, we urge that 
expenditures for their construction 
shall not hereafter be appropriated as 
charges against the current and ordi- 
nary running expenses of the Federal 
government but shall be considered 
and designated as capital investments 
and that the accounting and budgetary 
procedure of the government be re- 
vised accordingly. 


Since these refer to river improve- 
ments, we may examine some of the 
larger projects to learn how they rank 
as investments and if they have really 
lowered the cost of freight carriage 
when compared with other forms of 
transportation, and this must include 
interest on the cost of construction. 
This has been vigorously opposed by 
proponents of the waterways policy, 
but the resolutions quoted appear to 
sanction it. 


ie a study of a proposed investment 
the estimates of costs must be 
reasonably accurate, although ad- 
mittedly they cannot be perfect, as is 
seen in the time-honored item of “10 
per cent for contingencies.” If the 
final cost is greatly in excess, the esti- 
mator in private industry has unpleas- 
ant moments unless some unpredict- 
able catastrophe has scrambled his 
computations. 
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For waterway projects we must 
have a “yardstick” with which to 
measure them and this must be the rail- 
ways, the major element in transpor- 
tation. The principal items are the in- 
vestment and annual cost of main- 
tenance per mile of road, tons and ton 
miles of freight carried, and the aver- 
age revenue per ton mile. 

Data for the Class I railways com- 
piled from Interstate Commerce Com- 
mission reports are shown in the sub- 
joined table. Investment is for the 
complete transportation plant, and 
maintenance costs are for the upkeep 
of roadway and structures. 

Those for the rivers are from the 
reports of the Chief of Engineers of 
the U. S. Army, with investments at 
June 30th, and tonnage for the calen- 
dar year. The investments provide 
only the equivalent of a roadway, and 
maintenance costs are for the care and 
operation of the improvements, whence 
the ton-mile costs are derived. See 
table on page 209. 


Wu comparatively small Fed- 
eral costs have been incurred on 
the Illinois Waterway, it is interesting 
to show the fallacies on which its im- 
provement was based. 

Two plans were studied for dispos- 
ing of Chicago’s sewage to stop pollut- 
ing Lake Michigan: One for treating 
plants at an estimated cost of $58,000,- 
000, and one for a drainage canal to 
Lockport, 28 miles, later extended 4 
miles to Joliet, with a channel and 
canal 24 miles long from Lake Calu- 
met to the main,canal, to carry diluted 
sewage to the Des Plaines river. The 
estimated cost of the canals was $24,- 
000,000, and $3,950,000 for other 
work, The canals were recommended 
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on the score of economy and the claim 
that they would provide a magnificent 
route for vessels of 2,000 tons burthen 
to ocean shipping at New Orleans. 

The value of the canals was stressed 
and secured their approval. The chief 
engineer of the sanitary district as- 
serted : 


It is my conviction that a deep waterway 
across the state of Illinois is worth all it 
could possibly cost within the limits of the 
most liberal estimates ... even if there were 
no Mississippi to receive its affluent waters 
and no hope of ever floating a craft beyond 
the line which limits the sovereignty of the 
commonwealth. 

The dreams had a rude awakening, 
for the sanitary district records show 
that the cost of the “dilution plan” was 
$119,140,651, of which the canals 
took $85,037,625. This increase above 
the estimate was bad enough but the 
worst was yet to come, for the U. S. 
Supreme Court ruled that the diver- 
sion of lake water violated the treaty 
with Canada and reduced it to an ex- 
tent that made the canals useless as 
sewers and forced the erection of 
treating plants at costs of $175,000,- 
000, leaving the canals no function ex- 
cept for navigation. 


Fr 1921 the state of Illinois began 
the canalization of the Des Plaines 
and Illinois rivers from Joliet to Utica, 
60 miles, below which the latter is im- 
proved by the Federal government. 
The estimated total cost of $20,000,- 
000 had been spent by 1930 when the 
government took the elephant off its 
hands by completing it in 1933 at a cost 
of $7,500,000. At June 30, 1937, 
$129,754,172 of Federal, stare, and 
sanitary district funds had been in- 
vested in the 348 miles of waterway. 

The Upper Mississippi had a vital 
role in settling the lands along its 
banks, but its traffic waned rapidly 
after 1900 with the decline in rafting 
and the changing trade routes of the 
nation. 

To 1930 its improvement had cost 
$47,228,351 for the 646 miles from 
the mouth of the Illinois to Min- 
neapolis, when its canalization was 
authorized at estimated costs of $130,- 
000,000 and later extended to the 
mouth of the Missouri at an estimate 
of $150,000,000 for the total of 662 
miles. While traffic has grown ma- 
terially since 1930, investment and 
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COMPARISON OF DATA FOR RAILWAYS AND RIVERS, 1937 
RAILWAYS 


Investment Maintenance Ton Miles 


Miles 
235,376 


Class I road 


RIVERS 


$372,857 


348 
662 


Illinois Waterway! 
Upper Mississippi 

Lower Missouri: 
Mouth to Kansas City 395 
K. C. to Sioux City 409 
Ohio 971 
652 


$107,603 


$164,730 


Revenue 
per Ton- 


per 
Mile, Cts. 
935 


per 
Mile Mile 
$2,106 


Mile 
1,532,003 


Ton-mile 
Costs, Cts. 
832,536 
312,672 


68,080 
11,152 
2,751,726 
84,866 


947,185 


$1,793 
2,260 


4,418 
60 
4,159 
397 
$2,447 


226,271 


164,969 
135,069 


24,599 


1 Includes investments by state of Illinois and Sanitary District of Chicago. 


® No costs by TVA are included. 
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maintenance costs have increased at a 
faster pace. 

The Missouri river, notorious for 
the vagaries of its channels, is a star- 
tling example of how not to improve 
navigation. In early days it aided set- 
tlement ; it provided a route of 2,000 
miles to the Northwest and was an 
important link in the movement of emi- 
grants and goods to the West and 
Southwest via Kansas City and St. 
Joseph. 

Despite this essential service no 
improvements were made until 1878 
when the need had passed. After $7,- 
260,000 had been spent on the reach 
to Kansas City, the waste was so evi- 
dent that appropriations ceased, but 
clamor to have the work resumed in- 
duced Congress to grant $20,000,000 
with $500,000 annually for main- 
tenance. 


I" 1915 Congress asked for a review 
of the work which had cost $2,- 
250,000. Lieut. Col. Herbert Deakine, 
in charge of the district, reported that 
sand and gravel dredged from the river 
and rafted logs furnished 88 per cent 
of the 309,684 tons carried in the pre- 


ceding year, and said that “the im- 
provement must stand or fall on the 
question of prospective tonnage.” 
Col. C. McD. Townsend, in 
proving the report, said: 


ap- 


It is believed there is still opportunity 
for the revival of Western river commerce, 
but it should first be sought not on the 
tributaries but on the main river. There 
is neither the density of population nor the 
material seeking shipment on the tributaries 
of the Mississippi (except the Ohio) to 
cause such a revival . . . An opportunity 
should be afforded the American people 
to determine whether they want waterways, 
not by rhetorical efforts in river conven- 
tions, but by practical utilization of the 
channels. Until such revival occurs, ap- 
propriations should be confined to main- 
taining the existing status. 
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Although a well-considered report, 
fully aware of the facts, it was disap. 
proved and is still ignored by Con- 
gress; but its soundness has been 
proved by the later march of events, 

This is not the whole story of the 
Missouri, for there are the 409 miles 
from Kansas City to Sioux City where 
$55,243,070 had been “invested” to 
1937. This would require an enormous 
traffic to justify the expense, but the 
record shows that there is very little. 

No part of the cost of the Fort Peck 
dam, not yet completed, has been in- 
cluded in the figures for these sections 
of the Missouri. To June 30, 1938, 
its construction costs were $84,835, 
288, with the ultimate cost shown as 
$122,900,000. 


RIGINALLY its functions were 
flood control, irrigation, electric 
generation, and aid to navigation. The 
pretense of flood control was so ab- 
surd that it was dropped and the 
project is frankly called a “navigation 
dam.” With interest during construc- 
tion the charge to navigation will prob- 
ably be $100,000,000, an average of 
$125,000 a mile for the river below 
Sioux City. Water traffic above Sioux 
City, both present and prospective, is 
so small that no charge to that section 
would be tenable. 

The Ohio river improvements are 
often cited as a vindication of such a 
policy and, while the waste there is 
less than on the other projects con- 
sidered, it still is nothing to excite 
admiration. 

To 1910 locks and dams for a 6-foot 
channel had cost $17,657,274, when a 
new program was begun for more 
dams to provide a 9-foot channel at 


estimated costs of $63,000,000 and 
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Disposal of Chicago’s Sewage 


ail ex plans were studied for disposing of Chi- 
cago’s sewage to stop polluting Lake Michi- 
gan: One for treating plants at an estimated cost of 
$58,000,000, and one for a drainage canal to Lock- 
port, 28 miles, later extended 4 miles to Joliet, with a 
channel and canal 24 miles long from Lake Calumet 
to the main canal, to carry diluted sewage to the Des 
Plaines river. The estimated cost of the canals was 
$24,000,000, and $3,950,000 for other work.” 





$1,000,000 annually for maintenance 
and operation. To 1937 the new 
project had cost $110,260,840, or 73 
per cent greater than the estimate, and 
its maintenance and operation in that 
year cost $2,706,825. With open- 
channel work and investment prior to 
the present project, the total construc- 
tion costs to 1937 were $140,174,863 
and the end is not yet. 

Precise figures cannot be given for 
the cost of improvements for naviga- 
tion on the Tennessee. 

To June 30, 1930, the Army En- 
gineers had invested $14,007,736, with 
maintenance costs of $260,742 in that 
fiscal year, when a project for a 9-foot 
channel with low dams was authorized 
at an estimated cost of $74,709,000. 
This is an investment of $114,584 per 
mile for the new project and of $136,- 
068 when prior costs are included. 


> new project had barely got its 
feet wet when TVA invaded the 
valley and the low dams went into the 
discard in favor of high multi-purpose 
dams at large but unspecified costs 
which were to aid navigation, control 
floods, and generate electric power. 
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At June 30, 1937, the Army’s in- 
vestment had reached $16,051,575, 
while a year later TVA showed a capi- 
tal charge of $148,079,176 to “‘navi- 
gation and flood control,” but did not 
allocate the costs. However, we have 
a yardstick to show that this expendi- 
ture is greater than the estimates by 
the Army for the same objectives, 
while TVA’s charges will increase. 

The Army’s estimate for a 9-foot 
channel was $74,709,000. The report 
which led to its adoption estimated the 
average annual flood damage at $1,- 
780,000. A capital sum of $44,500,000 
invested at 4 per cent would yield a 
return equal to the damage, making a 
total of $119,209,000, as compared 
with the TVA charges of $148,079,- 
176 cited. 

That the Army Engineers are not 
wholly sold on the efficacy of TVA 
flood control is seen in the proposal to 
build a $20,000,000 flood wall along 
the river bank at Chattanooga. 

Omitting any costs for navigation 
by TVA, the records by the Army for 
1930 and 1937 may be compared. In 
1930 the tonnage was 2,285,855, 90 
per cent of which was sand, gravel, 
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and rafted logs, with 49,969,937 ton 
miles, bringing the ton-mile cost im- 
posed by the improvements to 1.644 
cents, an exorbitant rate for the low- 
class freight before it was loaded on 
the boats and most of which could 
have been carried with no river im- 
provements. 

In 1937, with 1,377,107 tons and 
55,332,216 ton miles, the ratio of sand, 
gravel, and timber was approximately 
the same as in 1930 and the ton-mile 
costs for the improvements was 1.628 
cents. The report shows that 331,025 
tons—24 per cent of the total—were 
carried in government vessels and that 
they comprised the larger part of the 
higher-class freight. It must be as- 
sumed that they were used in the river 
work. 


HE rivers cited were chosen be- 

cause of their great costs and also, 
with the exception of the Missouri 
and the Tennessee, they had the best 
chance to demonstrate the results of 
improvements. They are examples of 
projects which the Rivers and Harbors 
Congress asserts “were authorized by 
Congress only after conclusive proof 
of their economic justification.” 

Space does not permit an extended 
analysis of their traffic in 1937, but 
some salient features may be cited. The 
Illinois waterway and the Ohio have 
the best record for the class of freight 
carried, but their tonnage is far below 
the forecasts. 

The Ohio project of 1910 was au- 
thorized largely on the claim that it 
would increase the shipments of coal 
from Pittsburgh to New Orleans, 
which at that time were about 1,000,- 
000 tons annually, with large move- 
ments also between the producing areas 
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and the large cities on the Ohio. As was 
foreseen by those familiar with the 
trend, coal from Alabama mines has 
now supplanted that from Pittsburgh | 
and coal movement on the Ohio in. 
volves comparatively short hauls, 

The principal commodities on the 
river in 1927 were coal, 11,956,527 
tons; iron and steel, 946,258 tons: 
petroleum products, 997,967 tons; and 
sand and gravel, 2,473,140 tons, for § 
a total of 16,373,892 tons or 70 per 
cent of the entire tonnage. 

On the upper Mississippi the Fed- 
eral Barge Lines carried 201,182 tons 
of the total traffic of 2,262,169 tons, 
including most of the high-class com- 
modities. Its ton mileage was 109,901, 
246, leaving 2,060,987 tons with 
97,088,659 ton miles for all other car- 
riers. Sand and gravel provided 717, 
071 tons of the total and 350,749 tons 
of various materials were used in the 
river work. 


HE Federal Barge Lines report 

does not segregate the operating 
expenses for the different sections for 
1937, but as nearly as can be estimated 
it was about 0.4 cents. 

Little need be said of the two sec- 
tions of the Missouri, for the 59,387 
tons carried at a loss by the Federal 
Barge Lines comprised all but a small 
fraction of the higher-class freight 
between St. Louis and Kansas City and 
was the equivalent of less than ten 
fully loaded trains. The total tonnage 
was 416,474, including 284,106 tons 
of sand, gravel, and stone, and 149,227 
tons were usedin river work. 

Between Kansas City and Sioux 
City sand, gravel, and stone accounted 
for 377,691 tons of the 556,706 tons 
carried. Of the total traffic, all but 101,- 
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476 tons of sand was used in the river If the foregoing projects, “author- 
work. ized by Congress only after conclusive 
For a true comparison with the rail- proof of their economic justification,” 
ways, the ton-mile costs as shown for are investments in the better meaning 
the rivers should be increased because of the term, I’m going to spend all I 
of their greater distances between have in riotous living. 
common points, ranging from 13 per Of course I shall go broke, but 
cent on the Upper Mississippi to 40 per just think what a good time I’ll have 
cent on the Missouri. doing it. 





Utility Industrial Progress in a War-maddened World 


CC YN the midst of a great war we are apt to think of our pres- 

ent era as one of universal destruction and deterioration. 
It may be reassuring to remember, however, that six industries 
of great importance to the economy of the world today were all 
developed within the memory of men scarcely past middle age. 
Two of them, indeed, were tremendously stimulated by war tt- 
self. The six are electric light and power, the telephone, the 
automobile, aviation, motion pictures, and radio. .. . Our mod- 
ern industrial use of electricity did not begin until Edison estab- 
lished the first electric sup ply station on Pearl street, New York, 
in 1881. Five years before that Bell had invented the telephone 
and the new instrument was already beginning to come into 
USE... 

“The birth of aviation is definitely fixed by the date of the 
Wright brothers’ flights at Kitty Hawk in 1903. The first wire- 
less shipping reports were published by Lloyds in 1910. Both 
aviation and wireless transmission were intensively developed 
during the World War, and when peace came were definite fac- 
tors in the industrial picture. Radio by no means ended this new 
industrial cycle. No doubt other comparatively recent scientific 
developments, such as the manufacture of plastics, could be 
added to the list. But if the six industries first mentioned were 
eliminated in some vast catastrophe, present world economy 
would receive a staggering blow.” 

Excerpt from The New York Times. 
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Regulation in Paradise 


How public utilities fare in Hawaii where beach- 
boys ride the surfboards and the grass-skirted hula 
maidens dance beside the moonlit waters. 


By LOUISE C. MANN 


AWAII is the Paradise of the 
H Pacific, where the sun always 
shines, even when it rains; 
where the beach-boys ride the surf- 
boards from morning until evening, 
and at night the grass-skirted hula 
maidens dance beside the moonlit 
waters; where the public utility com- 
panies have no watered stock, no hold- 
ing companies, and no absentee owner- 
ship; and where the rural areas are 
practically all electrified. 

In this Paradise some power com- 
panies have actually requested to have 
their rates reduced; new money pours 
in like a tropical deluge by means of 
financing with common stock; and 
everybody is one big, happy family. 


HE public utilities commission of 

the Territory of Hawaii has been 
in existence for twenty-seven years. It 
consists of five members appointed by 
the governor, two of whom, including 
the chairman, are from Oahu, and one 
member from each of the islands of 
Maui, Hawaii, and Kauai. 
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Since the members serve only part 
time, with commensurate low remuner- 
ation, they are forced to earn their 
living elsewhere, and regard public 
utility commissioning as an avocation, 
like stamp collecting or miniature 
cameraing. In other words, the com- 
missioners serve in order to render a 
public service, and not just to be hold- 
ing down a job. 

Chairman Valentine B. Libbey 
claimed that he was really a “ditch 
digger” by profession. He was clad in 
serviceable khaki, and at the conclusion 
of our interview he departed with his 
payroll in a simple cardboard box, with 
no visible signs of an armored car or 
bodyguard (another interesting fea- 
ture of Paradise). The way, however, 
in which he quoted pages and pages 
from Pusuic UTILITIES FORTNIGHTLY 
and other authorities showed that he 
has taken his avocation seriously. 

In addition to the five part-time 
members, the public utilities commis- 
sion maintains a full-time staff of three 
employees: a secretary, an engineer, 
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and an auditor. The attorney general 
and his deputies serve as counsel for 
the commission. 






T HE “Hawaiian Plan” of rate mak- 
ing contemplates that the dealings 
between the commission and the utili- 
ties will be upon the technical rather 
than the legal level, and that the tech- 
nicians of the commission will deal with 
the management of the utilities without 
the benefit of legal strategists, and the 
lawyer as the necessary intermediary. 

Ordinarily the work does not war- 
rant and the commission cannot afford 
to employ a large staff of experts. 
Within recent time, however, the rate 
revision of the Hawaiian Electric Com- 
pany was in progress, and the commis- 
sion has engaged experienced special- 
ists to work as staff members. In keep- 
ing with the “Hawaiian Plan,” and in 
the friendly Hawaiian way, the com- 
mission’s staff is working with the 
management of the company on the 
technical level, looking toward the de- 
velopment of proper rates. 

The public utilities commission has 
borrowed William A. Dittmer from the 
Illinois Commerce Commission to su- 
pervise the investigation, and has also 
retained Carl I. Wheat of San Fran- 
cisco, as special consultant. Mr. Wheat 
was formerly chief counsel of the Cali- 
fornia Railroad Commission, and 
more recently special investigator for 
the Federal Communications Commis- 
sion in the Bell Telephone Case. 

The work of the Hawaiian commis- 
sion is financed by assessments against 
the public utility companies according 
to their capital stock and gross income. 
During 1937, the fees paid into the 
fund amounted to $21,755, while ex- 
penses were $18,741. 
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| |p sce-nangraenl the commission is in 
funds at the present time. The Inter 
Island Steam Navigation Company 
had for a long time refused to pay this 
assessment, on the ground that it be- 
longed under the jurisdiction of the 
predecessors of the U. S. Maritime 
Commission, by which body its rates 
are now being investigated. The court, 
nevertheless, recently ordered Inter 
Island to pay its assessments, includ- 
ing all the back ones with interest, thus 
placing the steamship company also un- 
der the jurisdiction of the public utili- 
ties commission. 

The work of the commission has 
been greatly simplified because of the 
fact that there were no complications 
due to interstate lines, holding com- 
panies, and watered stock. The utility 
companies are in a very healthy finan- 
cial condition, and all the companies 
have adequate depreciation reserves. 

The commission began its work in 
1913. In 1933 there was an increased 
interest in rate revision, due perhaps to 
the economic forces which brought 
about the New Deal. 

All rate revisions have been volun- 
tary, or have come as the result of 
initiative on the part of the commis- 
sion. No formal rate complaints have 
been filed by a consumer in recent years, 
the general public apparently feeling 
confident that the commission will take 
the necessary steps in its interest. 

The utilities show a real interest in 
the welfare of the community, accord- 
ing to Chairman Libbey. They have 
tended to assume the obligation of ren- 
dering good service at the lowest cost 
commensurate with good business. A 
succession of rate reductions have been 
volunteered as business made them pos- 
sible. The friendly spirit prevailing 
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throughout has made regulation com- 
paratively simple, and has made it un- 
necessary for the commission to exer- 
cise police powers. At the same time, 
the return on investment has been great 
enough to attract capital and the neces- 
sary managerial ability into service. 


HE utilities coming under the 
jurisdiction of the commission 
include transportation, communication, 
power, gas, and one water company. Its 
regulatory power over the rail and 
steamship companies, however, is 
limited because of Federal authority. 
The principal companies over which 
the public utilities commission has com- 
plete control, together with their ap- 
proximate value, are as follows: 


Hawaiian Electric Company, Ltd. $13,700,000 
Mutual Telephone Company 5,880, 
Honolulu Rapid Transit Com- 

RIANA OMERER.. <5. 5 o:a\ ies ere weaee-sr0' 


3,660, 
Honolulu Gas Company, Ltd. .... 2,714,000 


Hilo Electric Light Company .... _ 1,451,000 


The entire island of Oahu, which in- 
cludes the city of Honolulu, with a pop- 
ulation of 227,000, is served by the 
Hawaiian Electric Company. There are 
eleven other small electric power com- 
panies which serve the other islands, 
with a total population of 184,000. The 
Hilo Gas Company is the only other 
utility manufacturing gas. 

The total installed public utility and 
private power plant generating capac- 
ity in the territory is 151,076 kilo- 
watts, of which 124,783 kilowatts are 


e 


steam-driven units, 17,379 kilowatts 
are hydro units, and 8,914 kilowatts are 
Diesel units. On the island of Oahu, of 
the total installed generating capacity 
of 87,929 kilowatts, 86,465 units are 
steam-driven, while only 600 kilowatts 
are produced by hydro and 864 kilo- 
watts by Diesel. 

All of the electric power generated 
by steam, as well as the gas manufac. 
tured for industrial and domestic pur- 
poses is produced from fuel oil brought 
over from California by tankers, ex- 
cept that more economically produced 
at times on plantations from bagasse. 
Hawaii has no natural resources so far 
as fuel is concerned : no coal, no oil, no 
natural gas, and only a negligible 
amount of water power. This impor- 
tant fact should be taken into con- 
sideration in a comparison of rates 
with other communities. The recent 
use of bagasse in the making of canec, 
a wall board for construction, insulat- 
ing, and acoustical purposes, is taking 
away from the amount formerly avail- 
able for generating steam and electric 
power. 


HE problem of rural electrification 

has been practically eliminated by 
the fact that most of the agriculture is 
limited to the sugar plantations. The 
sugar mills generate electricity as a by- 
product of the steam power used for 
processing sugar. This electricity was 
sold to the employees, and then grad- 


the dealings between the commission and the utilities will be 


q “THE ‘Hawaiian Plan’ of rate making contemplates that 


upon the technical rather than the legal level, and that the 
technicians of the commission will deal with the manage- 
ment of the utilities without the benefit of legal strategists, 
and the lawyer as the necessary intermediary.” 
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REGULATION IN PARADISE 


ually to the other members of the com- 
munity living in the neighborhood, at 
much lower rates than it could be pro- 
duced by commercial companies. 

The local electric companies, which 
were the outgrowth of this develop- 
ment, found it more advantageous to 
purchase power from the larger sugar 
mills for distribution to their custom- 
ers than to manufacture their own elec- 
tricity in these localities. In this way 
most of the country districts have be- 
come interconnected, thereby furnish- 
ing a reserve of power in case of a local 
break-down. 

Another advantage of this com- 
munity origin of the generating plants 
is that the community spirit still pre- 
vails. The electric company is looked 
upon as part of the community, and its 
stock is held by local residents, thus 
generating goodwill as well as power. 

The isolation of Hawaii is an impor- 
tant factor in this prevalence of general 
good feeling. The isolation is not only 
geographic but financial as well. 

The geographic isolation is impor- 
tant because, since there is no interstate 
commerce, the Islands do not come un- 
der the jurisdiction of the Federal 
Power or Communications Commis- 
sions, the single exception being the 
Transpacific radiotelephone to the 
mainland and Japan, and the radiotele- 
graph service to ships at sea. 


Blin financial independence is even 

more important. After residing in 
New York, where Wall Street regards 
itself as the financial center of the uni- 
verse, this correspondent was obliged 
to go through some acute mental gym- 
nastics in order to understand a point 
of view where Wall Street support is 
not only unnecessary, but so eminently 


217 


undesirable that every invasion of 
Hawaii by mainland financial interests 
has been almost literally repelled with 
machine guns. The number of promi- 
nent outside firms doing business in 
Honolulu, with exception of the 
agencies, could be counted on the fin- 
gers of one hand. 

The result is that Honolulu has the 
appearance of a foreign city. None of 
the old familiar landmarks are to be 
seen—no Woolworth’s, no A&P, no 
Liggett’s, no Lerner’s. The territory 
will never have the problem of taxing 
the chain stores out of existence, be- 
cause the national chains have never 
been allowed to gain a foothold. 

This financial control of Hawaii by 
the Hawaiians is not only extremely 
interesting, but is pertinent to the sub- 
ject under discussion. Most of the 
financial and commercial interests in 
the Islands are controlled by the “Big 
Five.” Loosely speaking, the families 
controlling the “Big Five” are the off- 
spring of the missionaries, who devel- 
oped a new country as pioneers, and 
whose descendants in that way gradu- 
ally acquired much of the land and 
financial power. 

The traditional “Big Five” com- 
panies are Castle and Cooke, Alexander 
and Baldwin, American Factors, 
Brewer and Company, and T. H. 
Davies and Company. Castle and 
Cooke control the Matson Navigation 
Company and the Hawaiian Pineapple 
Company (Dole), which are perhaps 
the only organizations well known on 
the mainland. 


Ww the exception of the rates of 
the utilities, the cost of living in 
Honolulu is definitely higher than it is 
on the mainland. Theoretically, the 
AUG. 15, 1940 
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Voluntary Rate Reductions 


CC ALL rate revisions have been voluntary, or have come as the re- 

sult of initiative on the part of the commission. No formal 

rate complaints have been filed by a consumer in recent years, ‘the 

general public apparently feeling confident that the commission will 
take the necessary steps in its interest.” 





elimination of furnaces and fur coats 
helps to balance the budget ; but actually 
the perfect climate is paid for by the 
higher rents. Including everything, it 
costs 5.41 per cent more to live in 
Honolulu than in an average of 51 
cities in the United States. 

Ask any Man in the Street, and he 
will tell you that his income barely cov- 
ers his family budget, while on the 
mainland, with the same kind of a job, 
he had a comfortable margin for sav- 
ing. The chances are that the same Man 
in the Street will add, without being 
asked, that the high cost of living is 
due to the monopolistic practices of the 
“Big Five.” In fact, the “Big Five” are 
popularly blamed for many things over 
which they have no control. 

The two important causes of the 
high prices are freight and the exclu- 
sion of control by outside capital. All 
goods must be transported from the 
mainland, adding freight to the original 
cost, and the “Big Five” control most 
of the shipping. 
AUG, 15, 1940 


Since the “Big Five” also control 
most of the merchandising outlets, 
either directly or through the banks, 
there are no cut-rate chain stores, with 
the exception of one Chinese drug store 
and one Kress five and ten. In Hono- 
lulu a 25-cent tube of toothpaste costs 
a quarter, and not 19 cents, as it would 
in any chain drugstore on any street 
corner in any metropolis in the United 
States. At one time there was a chain 
of Piggly-Wigglies, but since the “Big 
Five” took them over, their prices are 
the same as the other local stores. But 
enough of this, or Thurman Arnold 
will be taking the next boat for Hono- 
lulu. 


+ i compensate for the higher prices, 
salaries in Honolulu are compar- 
ably higher than elsewhere, especially 
in the upper brackets and in the profes- 
sions. Wages, on the other hand, tend 
to be lower than in some sections, ex- 
cept for domestic service. There is lit- 
tle organized labor in the Islands, and 
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REGULATION IN PARADISE 


the wage earner has to compete with 
cheap Oriental labor with its lower 
standard of living. 

The very exclusion of outside con- 
trol, however, which has caused the 
high cost of living has resulted in the 
reverse as far as the rates of the public 
utilities are concerned. The Hawaiian 
Electric Company charges 5.76 per cent 
less for 250 kilowatt hours per month 
than the average of United States cities 
of over 100,000 population, while the 
total cost of living in Honolulu is 5.41 
per cent greater. 

By refusing to sell out to the hold- 
ing companies, even at the fantastic 
prices cf 1929, the prevalent inflation 
and pyramiding of values was avoided. 
Since there was no excessive capitali- 
zation, it was possible to maintain 
lower rates to the electric consumers 
without resulting in bankruptcy. 


T ‘HE only case on record where 
a mainland company actually ob- 
tained control of a Hawaiian utili- 


ty happened in 1929, when the 
Utilities Service Company of AI- 
liance, Ohio, offered James Hen- 
derson such a fabulous sum for 
his controlling interest in the Hilo 
Electric Light Company, Limited, that 
he was unable to refuse. The story goes 
that Henderson felt unwilling to leave 
his friends in the company in the hands 
of the “Wall Street Bandits.” He 
therefore, in the friendly Hawaiian 
way, refused to sell out unless his 
friends were included, and conse- 
quently accepted several points less 
profit on his own stock. Anyhow, when 
the crash came, the Ohio company was 
taken over by the banks, who sold the 
controlling interest back to Henderson 
for a fraction of its former price. 


J 1M Henderson, as he is called by his 


friends, is a Scotchman who started 
his career as a blacksmith on one of the 
sugar plantations. He rose to promi- 
nence under his own power, and not 
through his ability to play polo with 
the families of the “Big Five.” 

About the same time the Ohio inter- 
ests made an unsuccessful attempt to 
obtain control of the Hawaiian Electric 
Company and the Honolulu Rapid 
Transit Company. They also, together 
with associated interests, tried to buy 
out the profitable Mutual Telephone 
Company, but without success. 

These stories of how the Hawaiians 
have resisted control by outside finan- 
cial interests are not important in them- 
selves, but show how jealously the 
ownership of their own utilities is 
guarded, and the resulting benefits. The 
owners of the utilities live in the com- 
munity and have big stakes there. Since 
they naturally want the community to 
prosper, their relations with the com- 
munity are much more friendly. 

According to John H. Kangeter, en- 
gineer of the public utilities commis- 
sion, this consumer ownership makes 
for the best kind of public ownership 
and, together with a properly function- 
ing utilities regulatory body, should 
leave little ground for the need of com- 
petitive municipally owned plants. 

The inflation of values by pyramid- 
ing through holding company control 
has been largely lacking in Hawaii. 
Consequently, all of the companies, 
even the street railways, find them- 
selves in sound financial condition. 


HERE is no water in the stocks of 
any of the companies, even 
though recently all new financing, un- 
til last year, has been done by issues of 
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common stock. In 1938, however, for 
other reasons, the Hawaiian Electric 
Company authorized a $2,000,000 
bond issue at 4 per cent, for purposes 
of expansion, including the building 
of an additional stand-by power plant. 
One million dollars was issued last 
year, and plans to float the remainder 
are being laid at the present time. If 
these bonds are purchased and held by 
residents of Hawaii, they are exempted 
from registration with the SEC. 

All of the companies have set up a 
depreciation reserve by the straight- 
line method. The depreciation reserve 
of the Hawaiian Electric amounts to 
approximately 334 per cent of its total 
book value. In 1938, this company 
charged off $527,925, or 34 per cent, 
for depreciation ; even then the net rev- 
enue was $852,932, or 9.17 per cent of 
the book value of $9,304,408. This 
large profit of the Hawaiian Electric 
Company is due to the fact that its rate 
base has just recently been established. 

The important utility companies 
have made profits as follows: 


1937 1938 
Hawaiian Electric 

Hilo Electric Light 
Honolulu Gas 

Mutual Telephone 

Honolulu Rapid Transit .... 


8.16 
7.55 
3.56 


6.82 
3.85 

These percentages as compiled by the 
public utilities commission are the re- 
lation of net utility income to the book 
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value in the case of Hawaiian Electric 
and Mutual Telephone. In the three 
other cases the ratio of net utility in- 
come to projected rate base was taken, 
In some cases the percentage of profit 
to actual investment is higher, that of 
the street railway being about 6 per 
cent. 


ee Honolulu Rapid Transit Com- 
pany has had a deficit in only one 
year since 1913, even in spite of the 
fact that on some streets there are com- 
peting jitneys. The street cars, with the 
exception of one line, have all been re- 
placed with busses or trolley coaches, 
The fare is two tokens for 15 cents, 
with free transfers, and a 5-cent school 
fare. 

During the fiscal year ending June 
30, 1938, the territorial public utilities 
commission estimated rate reductions 
made effective by seven corporations 
should decrease consumers’ bills by ap- 
proximately $169,345 annually. The 
most important of these reductions 
were that of $125,000 by the Hawaiian 
Electric Company and $28,250 by the 
Mutual Telephone Company. For the 
fiscal year ending June 30, 1939, total 
reductions were $82,139. 

The telephone reduction resulted 
from the removal of a surcharge for 
hand sets and the introduction of 2- 
and 4-party service. All lines in the 


eliminated by the fact that most of the agriculture is limited 


q “THE problem of rural electrification has been practically 


to the sugar plantations. The sugar mills generate elec- 


tricity as a by-product of the steam power used for process- 
ing sugar. This electricity was sold to the employees, and 
then gradually to the other members of the community liv- 
ing in the neighborhood, at much lower rates than it could 
be produced by commercial companies.” 
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past had been single party. The pres- 
ent telephone rates are $3.75 per month 
for an individual line, $3.25 for a 2- 
party line, and $2.75 for 4-party 
service. 

The telephone company reports that 
four new party-line subscribers have 
been secured for each one who has con- 
yerted to the lower rate, which trend 
was partly responsible for the increase 
of 16 per cent in profits in 1938 over 
1937. 

Increased business was also obtained 
by the introduction of a reduced eve- 
ning rate for the interisland radiotele- 
phone calls; but the reduction of the 
base rate for trans-Pacific calls had no 
such result. 


# isae public utilities commission has 
established evaluations of rate 
bases for all of the companies under 
its jurisdiction, with the exception of 


the Mutual Telephone Company, and 
two small new electric utilities. (The 
Hawaiian Electric Case is reported in 
33 PUR(NS) 161.) By the establish- 
ment of promotional rates, increased 
business has offset almost every reduc- 
tion in rates. Speaking for the commis- 
sion, Chairman Libbey made the fol- 
lowing statement : 


The aim of the commission is to have 
utility management and the owners behind 
the management assume a trusteeship for 
rendering an adequate service at the lowest 
cost at which the necessary capital can be at- 
tracted into the enterprise. The commission 
believes that a partial success in this attempt 
results in greater public interest than nomi- 
nal or better success by police methods. 

A reasonable return on investment—the 

“prudent investment” basis—is looked upon 
as the most promising means of insuring a 
flow of capital into the enterprise at low 
rates of return. 
_ Management generally goes along on the 
idea for a period in the immediate and per- 
haps indefinite future. Here it is a matter 
of dynamic operation, and the engineers, 
accountants, bankers, and business men can 
get together. 


The trouble is the starting point. Here 
motion is stopped, a cross section is taken, 
and it is a question of property rights. These 
are established by law and the lawyers are 
called in. Counsel for the company is duty 
bound to get the most for his client that he 
can. 

The commission does its best to interpret 
the law as enunciated by court decisions, 
hoping and even anticipating that with a 
rate base established as a starting point, 
henceforth “Prudent investment” will be the 
basis. There is some foundation for this 
hope. 


HE rate bases established from 

1928 to date have been projected 
to the end of the last succeeding year 
by adding the net change as shown by 
the books of the company. 

The “Uniform System of Ac- 
counts,’ recommended by the National 
Association of Railroad and Utilities 
Commissioners and prescribed by 
the Federal Power Commission, to- 
gether with a “List of Retirement 
Units” to be used in conjunction 
therewith, for gas and electric utilities, 
and the “Uniform System of Ac- 
counts” used by the Federal Communi- 
cations Commission for telephone utili- 
ties, have been prescribed for and 
adopted by the respective territorial 
utilities, effective January 1, 1938. The 
utilities have codperated most willingly, 
in anticipation, it is believed, that ac- 
counts so kept will eliminate some mat- 
ters over which there has been conten- 
tion. 

The friendly spirit of codperation 
between the commission and the com- 
panies in giving low-cost service to the 
public is important. The way it has 
worked out in one case is illustrated by 
the following incident: In March of 
last year the Kauai Electric Company, 
which serves a portion of the smallest 
of the four islands represented on the 
commission, discovered that it was go- 
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Locality 


Hawaiian Electric Co. .........000 


U. S. average 

Pacific Coast 

New England 

Miami 

New Rochelle 

Tupelo, Miss. (TVA domestic) . 
Cities 100,000 pop. and over, mean 


e 


ing to earn too much money in 1938. 
On a valuation of $60,000, it was en- 
titled to earn $4,500 or 73 per cent. 

It figured that in 1938 it would earn 
$7,500 if drastic steps were not taken. 
The commission codperated, rates were 
reduced, consumption increased, and 
the Kauai Electric Company still 
earned too much in 1938, although not 
so excessively at the disadvantage of 
the consumer. This is not a fairy story; 
it is merely an actual sample of the 
way things are done in Paradise. 


HE rate base for the Hawaiian 

Electric Company is reported in 33 
PUR(NS) 161. At present its resi- 
dential rates, with a dollar minimum 
charge, start at 7 cents per kilowatt 
hour, and then drop to 14 cents. These 
rates shown above compare favorably 
with mainland communities, according 
to statistics issued by the commission 
for 1938, using the classification of 
the FPC for 1935. 

Summing up, the electric rates in 
Honolulu at present compare favorably 
with those in other cities of the same 
size, being 5.76 per cent lower in the 
250-kilowatt-hour class, while the total 
cost of living is 5.41 per cent higher 
than that of similar mainland com- 
munities. 

The 100 kilowatt-hour bill includes 
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Total Net Bill at Kw. Hr. 


per Month 
100 25 500 
85 11.60 
8 


9 
15 
58 
40 
98 
00 
33 


rZ 
8. 
7 
9. 
10. 
12. 
5! 
8. 


refrigeration, the 250 kilowatt-hour in- 
cludes cooking by electric range, and the 
500 kilowatt-hour an electric hot water 
heater. Unfortunately, the Federal 
Power Commission has issued no com- 
parative statistics on 500 kilowatt-hour 
bills, probably because few people find 
it necessary to heat their water by elec- 
tricity the year round. 


HE result is that the average 

householder in Honolulu who runs 
the whole house, including hot water, 
by electricity, kicks about the high elec- 
tric bills, comparing a 500 kilowatt- 
hour bill in Hawaii with a 100 kilowatt- 
hour bill in other cities. The real diff- 
culty lies in the fact that there is no 
recourse to a cheaper fuel, since gas 
costs an average of $1.38 per thousand 
cubic feet, and $1.49 for the first 2,- 
000. Since both gas and electricity are 
derived from fuel oil, they are com- 
petitive in price. 

In most localities cooking is done by 
natural gas or cheap coal gas, while hot 
water is a by-product of the furnace 
for at least half the year, or is included 
in the rent of an apartment. 

Did I give the impression that Para- 
dise was synonymous with Utopia? 
Well, there is always something. The 
care-free tourist will discover that there 
are mosquitoes even in Paradise. 
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Wire and Wireless 
Communication 


ad i was obviously not intended that 
carriers subject to the Communi- 
cations Act could, by merely changing 
the label in the tariffs with respect to a 
particular class of service, remove this 
service from the jurisdiction of the com- 
mission,” declared the Federal Com- 
munications Commission in a proposed 
report holding that telephone rates 
covering interstate messages between 
zones in the Kansas City district ex- 
change area, designated “message toll 
rates” in tariffs formerly filed with the 
commission but now included only in ex- 
change tariffs of the Southwestern Bell 
Telephone Company, should be filed with 
the commission. 

The proceeding arose upon motion of 
the commission on June 29, 1938, to in- 
vestigate enlargement by the Southwest- 
ern Bell Telephone Company of the 
Kansas City exchange area, and failure 
of that company to continue to file cer- 
tain interstate rates applicable to traffic 
in that area. Hearing was held in October 
of last year. The commission’s proposed 
report commented : 

Kansas City, Mo., and Kansas City, Kan., 
are contiguous municipalities .. . and have 
long been included in the same telephone ex- 
change area. The telephone exchange rates 
for these cities have never been on file with 
any Federal regulatory authority. As these 
cities expanded and developed the suburban 
communities contiguous to them were sup- 
plied with telephone exchange service on a 
limited basis... . The interstate message toll 
rates were on file with this commission until 
July 1, 1938. ... Effective July 1, 1938, the 
company, with the knowledge of the Kansas 
and Missouri commissions, created the en- 
larged Kansas City district exchange. 


The only real change is a different label 
in a different tariff on the interzone calls 
handled on a message basis. Prior to July 
1, 1938, these calls were classified under 
“message toll telephone service” in the toll 
tariffs on file with this commission. Subse- 
quent to July 1, 1938, these same calls were 
handled under a classification, “interzone 
message service,” and charges therefor are 
included only in tariffs on file with the Kan- 
sas and Missouri commissions. : 


OINTING out that the Communications 

Act does not define the word “ex- 
change,” the commission considers the 
commonly accepted meaning of the word 
at the time the act was under consider- 
ation by Congress: 


For some years, after the advent of com- 
mercial telephone service, each city or town 
was generally served by a single switching 
unit generally located in the business center. 
The switching center became known as the 
“exchange,” but since all service throughout 
the given area was supplied, through the 
single switching center, the term “exchange” 
also became hazily identified with the area 
served by the switching center. Later, its 
meaning was broadened to include also the 
lines to subscribers and subscriber and ac- 
cessory equipment in the area. 

Further developments in the art, together 
with the increasing popularity and demand 
for service, led to an ever-increasing number 
of subscribers served by an exchange. It 
soon became necessary in the larger cities 
to provide additional switching units be- 
cause of practical limitations on the number 
of lines that could be economically served 
by a single unit and because of excessive 
transmission losses resulting from the use 
of long lines by subscribers. It became 
necessary to drop the term “exchange” as 
applied to the switching center. Each such 
switching center became known as a cen- 
tral office, and the particular area served as 
a central office area. Interoffice trunks were 
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provided for interconnecting subscriber 
lines of different central offices, and a local 
system of more than one central office be- 
came known as a multioffice exchange to 
distinguish it from a single-office exchange. 
The whole area continued to be termed the 
“exchange area.” 


The commission deems that the serv- 
ice rendered in interstate commerce be- 
tween communities contiguous to Kansas 
City under the interzone message rates 
which became effective July 1, 1938, is in 
all respects identical with that furnished 
prior to that time, hence should be filed 
with the commission as previously. 


* * * * 


Eee obviate misunderstanding regard- 
ing the scope of special emergency 
radio telephone service by various public 
utility companies, and to restrict such 
service to real emergencies, the Federal 
Communications Commission on July 
24th clarified the language of its apply- 
ing rule to prevent employment of this 
service for routine business or common 
carrier for hire. The commission added 
a provision which will permit emergency 
use of such facilities in time of disaster 
or other emergencies by members of the 
public. 

Of special interest was the change of 
rules with respect to compensation paid 
by utilities to the telephone company 
handling the service. The new rule reads 
in part as follows: 

Special emergency stations, except those 
of communications common carriers utilized 
temporarily to restore normal public com- 
munication service disrupted by an emer- 
gency, shall not operate as common carriers 
of communications for hire. However, 
licensees of such stations may accept con- 
tributions to capital and operating expenses 
from others who, under the commission’s 
rules, would be eligible to stations of their 
own, for the codperative use of the stations 
on a cost-sharing basis; Provided, that con- 
tracts for such codperative use are sub- 
mitted to the commission thirty days prior 
to the effective date thereof and that said 
contracts are not disapproved by the com- 
mission. 


At the same time the commission 
granted 11 applications by 4 associated 
companies of the American Telephone 
and Telegraph Company for special 
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emergency stations. Five of these are 
construction permits for the Bell Tele. 
phone Company of Pennsylvania to set 
up this type of station at Philadelphia, 
Pittsburgh, and a site near Aliquippa 
Pa., to be determined later, as well as 12 
portable-mobile units. Two other con- 
struction permits have to do with the 
Michigan Bell Telephone Company, for 
a station at Detroit, plus 6 portable-mo- 
bile units. Two other permits are for a 
Washington, D. C., station with 2 port- 
able-mobile units for the Chesapeake & 
Potomac Telephone Company. The 
other 2 authorizations cover licenses for 
2 stations at New York and 2 portable- 
mobile units of the New York Telephone 
Company. 


PECIAL emergency stations, under one 
terminology or another, have been 
licensed by this government since before 
the establishment of the Federal Radio 
Commission. Several stations were, in 
fact, operated by the Pennsylvania 
Power & Light Company before 1927. 
These emergency radio stations have 
proved their value in time of flood, earth- 
quake, and hurricane, when wire cir- 
cuits have failed. Because frequencies 
for this purpose are scarce, public utili- 
ties are encouraged to make joint use of 
such facilities. 

Besides communication companies, 
emergency stations are also operated by 
transportation companies, gas and oil 
distribution companies, water distribu- 
tion companies, power distribution com- 
panies, the American Red Cross, the 
American Legion, and remote establish- 
ments which cannot be reached by other 
means of communication. The commis- 
sion’s order listed the various utilities and 
other organizations which have been au- 
thorized to render such special emer- 
gency service. 


* * *K * 


HE signing of its first collective 
bargaining agreement with any 
labor group was announced last month 
by the New York Telephone Company. 
The agreement signed was with the 
United Telephone Organizations, an in- 
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WIRE AND WIRELESS COMMUNICATION 


dependent union with a membership of 
10,000 employed in the company’s plant 
department in New York, the Long Is- 
nd area, and in Westchester, Rockland, 
Putnam, and Dutchess counties. The 
men do all of the repair, installation, and 
maintenance work and the general test- 
ing of lines. 

The agreement recognizes the United 
Telephone Organizations, a group of 
four unions covering various parts of the 
area described, as sole collective bar- 
gaining agency. It runs for one year and 
freezes the basic rates of pay and wage 
progression during the term of the con- 
tract. It provides for arbitration of 
grievances between the company and the 
union, designating the State Mediation 
Board as the agency authorized to ap- 
point an arbitrator when a dispute can- 
not be resolved by direct negotiation. 

Other provisions include seniority 
rights, thirty days’ notice of lay-offs, 
with termination allowances based upon 
length of service ranging from one to 
three weeks’ pay, and vacations with pay 
of from one to three weeks, likewise de- 
pending upon length of employment. 

In addition, the agreement provides 
for wage increases of up to $2 per week 
to lower paid workers in Long Island, 
Westchester, Putnam, Rockland, and 
part of Dutchess counties, making wage 
scales conform to those in the New York 
area, 

The signing of the agreement marked 
the culmination of more than two years 
of negotiations, during which the union 
had filed charges before the National 
Labor Relations Board accusing the 
company of refusing to bargain collec- 
tively. These charges were filed in 
February, 1939. Last September, the 
union threatened to call a strike because 
of a jurisdictional dispute with Local 3 
of the Electrical Workers Union, an 
AFL organization, which had sought to 
obtain some of the work done by the 
company’s employees, particularly in the 
Park Chester housing project in the 
Bronx. 


Ls October, upon the request of the 
United Telephone Organizations, 
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Dr. John R. Steelman, director of the 
United States Conciliation Service, in- 
tervened in the dispute between the 
union and the company, and the charges 
before the NLRB were withdrawn with- 
out prejudice. 

In the agreement announced recently, 
which was signed on July 15th, the com- 
pany obligated itself to resist any effort 
by labor organizations, whether they be 
members of the Building Trades Council 
or not, to encroach through jurisdictional 
claims upon work performed by the 
company’s employees, and agreed that 
where no jurisdictional claims exist it 
would not let out by contract work that 
is not customarily so dealt with, in such 
a way as to cause lay-offs or part-timing 
of members of the United Telephone 
Organizations. 

Representing the union in the negoti- 
ations were Henry Meyer, its general 
counsel; Joseph F. Broderick, general 
president; Frank A. Kinsella, general 
vice president ; Charles A. Parsons, gen- 
eral secretary ; Joseph N. Nilsen, general 
treasurer; and Frank J. Kane, William 
B. Ready, and Jesse A. Smith, executive 
members. 

The company was represented by 
Charles F. Russell, vice president and 
general counsel; Walter Gordon Mer- 
ritt, special counsel; A. G. Wright, vice 
president in charge of personnel ; James 
Hubbell, vice president in charge of 
operations ; and J. G. Cooley, director of 
public relations. 

The United Telephone Organizations 
is affiliated with the National Federation 
of Telephone Workers, with a nation- 
wide membership of 150,000. 


* * * * 


ee hundred farm families, now 
mastering the art of getting the 
right number on new hand-set dial tele- 
phones, have proved to telephone offi- 
cials that low-cost rural service can be 
put into successful operation. As result 
of an experiment in “streamlined,” cost- 
cutting installation for farmers in Mon- 
roe county, Georgia, telephone service 
has come much nearer to reality for rural 
homes of the South. 
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Southern Bell Telephone & Telegraph 
Company officials, “more than well 
pleased” with codperation of farmers in 
setting up the test service, said recently 
they were pushing a several-million-dol- 
lar program for similar community ex- 
change expansion in other county areas. 

H. S. Dumas, operations vice presi- 
dent, declared it was planned to develop 
rural systems as fast as economically 
possible. 

At the outset of the test planning the 
volume idea gave some promise of cut- 
ting material and time costs. But would 
farmers in a given area “take to” the 
telephone in sufficient numbers at one 
time for volume installation to be used? 
Monroe county was picked for the test 
as a southern rural county that was aver- 
age in population density, land contour, 
and farm income in an area where the 
trend to diversification and small indus- 
try was evident. 

Last January telephone company 
agents started out to “sell” the idea to 
farmers. Heavy rains made back coun- 
try roads almost impassable but the 
agents went a-horse, a-foot, and in a 
specially built high-axle car. Farmers 
forced into idleness had time to sit and 
listen. A sleet storm had knocked down 
one or two short farmer phone lines. The 
other, still operating, has four families 
on it. 


OUR phone company men comprised 
the test squad. Several high company 
officers made numerous observation 
visits. After the agents had talked the 
idea for a few days, farmers began 
spreading it to their neighbors and with- 
in a short time the squad obtained rights 
of way through farm land and began 
construction. In less than four months 
the squad and construction crew had laid 
out 80 miles of new lines, stretching as 
far as 14 miles from the Forsyth ex- 
change, and had the 100 new phones 
tapped in. 
These phones cost the farmers within 
a 4-mile radius of the exchange $1.50 a 
month, within 6 miles $1.75, and upward 
to $2.25 for the 14-mile radius. Each is 
on an “8-party” line, but the circuit is 
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split into two groups so that each phone 
gets only four ring signals. 


* * *K xX 


ions New York Telephone Company 
on July 29th announced that “in the 
interest of further safeguarding a vital 
public service, we have addressed a letter 
to each of our approximately 40,000 em. 
ployees, requesting detailed information 
... about their citizenship.” 

The company asked the employees to 
tell whether they were native or natural- 
ized citizens and in what court and on 
what date they had got their citizenship 
papers. It also required the same infor- 
mation as to each employee’s nearest 
relatives. It asked if the employee had 
any military experience, belonged to any 
military unit, or had ever served a for- 
eign country. 

The letter also reviewed and empha- 
sized the Federal law forbidding any 
telephone company employee to listen in 
on conversations more than is absolutely 
necesSary in assuring a connection. 


* * *K 


IVE women telephone operators pro- 

tested to the Detroit Civil Service 
Commission when they failed qualifying 
examinations that included questions 
asking the meaning of the terms “et al.” 
and “in re.” 

They contended they had competently 
plugged in right numbers for years and 
there was no need for them to know 
Latin terms used in business. Only two- 
seventeenths of the tests were concerned 
with switchboard work, they said. The 
commission countered that the exam- 
nation was standard. But just the same tt 
took the complaints under advisement. 


* * *K * 


our labor unions appeared in a unani- 
HF mous front before the recent board 
hearings of the Wage-Hour Division on 
proposed changes in interpretations of 
the Fair Labor Standards Act, so as to 
exclude additional employees under 4 
more liberal definition of administrative, 
executive, professional, or outside sales- 
men type of workers. 


226 





solutely 
n. 


TS pro- 
Service 
lifying 
estions 
“ot al,” 


etently 
rs and 

know 
y two- 
cerned 
. The 
*Xami- 
ame it 
ment. 


unani- 
board 
on on 
ms of 
as to 
der a 
‘ative, 
sales- 


Financial News 


and 
Comment 


By OWEN ELY 


Columbia Gas & Electric 


oLuMBIA Gas & Electric’s proposed 
% $104,000,000 debenture refunding 
program, which the management has had 
in mind for the past year or more, will 
apparently be further delayed as the re- 
sult of recent SEC refusal to give the 
system a “clean bill of health” under 
§ 11. Another obstacle is Columbia 
Oil’s investment in Panhandle East- 
ern Pipe Line. The latest litigation, a 
suit brought by a stockholder to restrain 
Columbia Gas from liquidating its con- 
trol of Columbia Oil, will, it is hoped, be 
decided favorably by the Federal court. 
When this is cleared up, and the anti- 
trust charges also disposed of, this should 
remove some SEC objections to declar- 
ing the system “fully integrated.” 

It is possible of course that Columbia’s 
refinancing could be accomplished with- 
out such a declaration, but it is felt that 
SEC clearance for the refunding opera- 
tion would be more easily attainable 
after the integration problem is definitely 
out of the way. 

Columbia Oil & Gasoline Corp. was 
formed in 1930 to take over most of Co- 
lumbia Gas oil and gasoline properties, 
and voting trust certificates for its com- 
mon stock were distributed to Columbia 
Gas’ own common stockholders (the lat- 
ter company, however, retaining a sub- 
stantial investment in the senior securi- 
ties). Columbia Oil owns, among other 
investments, all the preferred and a half 
interest in the common stock of Pan- 
handle Eastern Pipe Line, an important 
natural gas pipe-line company which 
tes in with the western end of the Co- 
lumbia Gas system. The other half in- 
terest is held by Missouri-Kansas Pipe 
Line (“Mokan”) which company has 
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had a rather checkered financial career. 

The difficulty with the Federal gov- 
ernment over Panhandle arose under the 
antitrust law and not under the Utility 
Holding Act, but nevertheless it is related 
to the integration problem. The latest 
plan (one of several proposed in recent 
years) is to transfer to Columbia Gas all 
properties of Columbia Oil other than 
Panhandle, while Columbia Gas will re- 
turn to Columbia Oil 400,000 shares of 
the latter company’s participating pre- 
ferred stock. Columbia Oil, however, 
must repay the parent company $10,000,- 
000 of the $21,000,000 debt ; cash would 
be obtained by sale to new interests of 
$10,000,000 Panhandle preferred stock ; 
and the rate of interest on the remaining 
$11,000,000 debt would be reduced from 
6 per cent to 3 per cent. Columbia Gas 
would also agree to sell its interest in 
Indiana Gas Distribution Corporation 
and Michigan Gas Transmission Cor- 
poration to Panhandle, at cost. 


UTSIDE of the Columbia Oil-Pan- 

handle relationship, Columbia Gas 
seems a well-integrated system, both geo- 
graphically and corporate-wise. It is 
principally a producer and distributor of 
natural gas, which makes up over two- 
thirds of the gross revenues; electricity 
constituting 28 per cent, tractions 2 per 
cent, and miscellaneous 3 per cent. The 
1939 consolidated balance sheet showed 
total assets of $682,480,314 (before re- 
serves). Subsidiaries are controlled 
through ownership of 100 per cent of the 
equity stocks, except for a very small 
minority interest in the case of several 
companies. The only important sub- 
holding company, Atlantic Seaboard 
Corporation, will sell its subsidiaries to 
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Subsidiaries 
Funded debt Peery 
Preferred stocks and minority interest 


Columbia Gas & Electric 
Funded debt 


Amount 
$76,851,500 
50,124,411 


Percentage 
15% 


104,461,900 
110,102,700 
163,624,326 


" $505,164,837 100% 


*Total of five balance sheet items including “special capital surplus appropriated for premium 


on preferred stock” ($9,680,780). 
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Columbia as soon as approval can be ob- 
tained from the regulatory authorities. 

The Columbia system as a whole has 
seven operating divisions or groups, 
centering about Charleston (West Vir- 
ginia), Cincinnati, Columbus, Dayton, 
Pittsburgh, Binghamton (New York), 
and the “Seaboard” group. The electric 
properties form practically a continuous 
system, serving principally Cincinnati, 
Dayton, and adjacent territory in south- 
western Ohio, though the service area 
extends some distance over the border 
into Indiana and Kentucky. 


The gas properties cover a wider ter- 
ritory; distribution is largely in Ohio, 
West Virginia, western Pennsylvania, 
Indiana, and New York. Transmission 
lines also traverse other adjacent states, 
reaching west to Illinois, north to De. 
troit, east to Philadelphia, and almost to 
New York city. While thus extending 
over practically the entire Northeast, ex- 
clusive of New England, the gas prop- 
erties form an integral system. 

The SEC has approved the Columbia 
Gas plan for system simplification. Six 
inactive subsidiaries are to be dissolved, 


COLUMBIA GAS & ELECTRIC CORPORATION 


Gas PROPERTIES 








senoreana 





Th RA, 
Rest 
Ki 








norte 


carmoutna 








AUG. 15, 1940 


228 








1 Ohio, 
ylvania, 
mission 
- States, 
to De- 
most to 
tending 
ast, ex- 
3 prop- 


lumbia 
n. Six 
solved, 


FINANCIAL NEWS AND COMMENT 


Atlantic Seaboard Corporation will lose 
its status of a subholding company, 
and Eastern Pipe Line will transfer its 
assets to Home Gas Co. But whether 
these steps (together with definite dis- 
posal of the Panhandle interest) will ef- 
fet complete “integration” under § 
11 in the opinion of the SEC, re- 
mains doubtful. Reargument will prob- 
ably be heard in September. The SEC 
has indicated that it will raise questions 
regarding (1) the lack of voting power 
for system preferred stockholders, and 
(2) the competitive relationships (ac- 
tual or potential) between eastern and 
western natural gas fields used by (or 
available to) system companies. 

Columbia Gas system capitalization at 
the end of 1939 is shown on p. 228. 


Parent company funded debt consists 
of three debenture issues, two maturing 
in 1952 and one in 1961 ; two are callable 
at 103 and one at 104. Current market 
prices are about two points over the call 
price for the 1952 bonds, and one-half 
point for the 1961 issue, indicating the 
probable success of a refunding opera- 
tion. Preferred stocks consist of 940,- 
664 shares of $6 preferred and 38,695 
shares of $5, together with 121,668 
shares of $5 preference (second pre- 
ferred). The $6 preferred is selling 


around 84 and the $5 (very inactive) 
about 70; the preference stock, on the 
Curb, is around 66. 

Columbia’s growth in recent years has 
been comparatively slow, gross for 1939 
being slightly less than in 1929. The 


COLUMBIA GAS & ELECTRIC CORPORATION 
ELECTRIC PROPERTIES 
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consolidated system earnings record for 
the past eleven years is shown above. 

The June 30th quarterly earnings 
statement is not yet available, but first 
quarter 1940 earnings (seasonally the 
best quarter) were 49 cents compared 
with 32 cents last year. 

Columbia Gas, unlike some other 
large holding companies, is able, due to 
its closely knit corporate structure, to 
“draw down” a liberal proportion of sys- 
tem earnings into its own treasury. The 
parent company’s earnings for the past 
three years have been as follows: 


Earned per share 


Common 
Year Pfd. Stock Stock 


Private Financing One-third of 
1940 Offerings 


RIVATE corporate financing in 1940 
has amounted to over $382,000,000, 
according to a compilation by The Wall 
Street Journal, which is about one-third 
of the total financing for the first seven 
months of 1940. Following are the utility 
issues privately placed, arranged in order 
of size: 
$46,000,000 Carolina Power & Light 3s 
16,000,000 Kansas Gas & Electric 38s 
15,000,000 Consolidated Telephone & EI. 
Subway 34s 
15,000,000 Rochester Gas & Electric 38s 
12,600,000 Iowa Elec. Lt. & Power 34s 
7,600,000 Pennsylvania State Water 4s 
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Earned 
per Share 
Pfd. Stocks 

$12.34 
10.45 
13.86 
13.50 
12.20 
9.98 
12.73 
17.53 
22.75 
26.86 
32.60 


Earned 
per Share 
Common Stock 


& 
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Central New York Power 34s 
Brooklyn Borough Gas 24s-5s 
Southern Calif. Water 2%s-33s 
Central Elec. & Telephone 435 
Western Union 3s 

El Paso Natural Gas 3s 
Ohio Public Service 24s 
Michigan Consolidated Gas 4s 
Terre Haute Water Works 
Wisconsin Power & Light 23s 
New Haven Water 34s 
Orange & Rockland Electric 3s 
West Coast Power 44s 

000 San Diego County Water 33s 
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000,000 Public Service of Oklahoma 
13s-2%s 

1,000,000 _— Shore Public Service 

s 


$150,575,000 


The $150,575,000 of private utility 
placements amounted to about 28 per 
cent of the aggregate utility financing for 
the first seven months, estimated at 
$542,000,000. 

While private financing has been heavy 
this year, the record compiled by the Fi- 
nancial Chronicle (for all corporate f- 
nancing) indicates that the present ratio 
is approximately the same as in the calen- 
dar years 1938-39, although nearly dou- 
ble the 1937 ratio. 

It is hoped that revision of the Secu- 
rity Act, and particularly a change in 
the 20-day waiting requirement, will re- 
sult in diverting a good percentage of 
private financing back into investment 
banking channels. It is felt that the ad- 
ministration now realizes the need for 
maintaining our investment banking ma- 
chinery as a defense measure to aid in 
mobilizing capital funds for needed plant 
expansion and working capital. 
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Latest plans for private financing are 
those of Orange & Rockland Electric 
Company and Central New York Power 
Corporation. The former plans to sell 
$1,150,000 first 3s of 1965 to three insur- 
ance companies, and the latter expects to 
glace $6,000,000 25-year 34s privately. 


¥ 
New Financing 


HE sudden revival of utility financ- 
1G in mid-July, culminating in the 
offering within three days of $12,660,000 
lowa Southern Utilities bonds, $50,000,- 
000 Cleveland Electric Illuminating 3s, 
and $2,350,000 Arkansas-Missouri 
Power bonds has been followed by a 
period of inactivity which perhaps re- 
fects a mild case of dealer indigestion 
combined with the lethargy of the stock 
market. 

The Cleveland Electric first 3s of 
1970 were priced rather generously at 
1053, to yield only 2.73 per cent, and 
there was some little doubt in the finan- 
cial community whether they would “go 
out of the window” ; but despite reported 
lack of interest by some of the larger 
life insurance companies, a good demand 
from savings banks resulted in Dillon, 
Read’s closing the books within a few 
hours. However, secondary distribution 
was apparently less successful than the 
syndicate operation, as the recent bid for 
the bonds was a point or more below the 
offering price. 

This was the second refunding oper- 
ation by the Cleveland Company, the 
previous issue having been marketed five 
years ago on a 3.61 per cent basis, while 
the original financing in 1917-19 carried 
ayield basis of 5.45 to 5.80 per cent— 
the latter being about double the present 
cost of financing. The company (a 


lowa Southern Util. 4s ’70 
Kentucky Util. 4s °70 
Kentucky Util. 44s ’55 

West Penn Power 3s ’70 
Toledo Edison 34s ’70 
Toledo Edison 34s ’60 
Jersey Cent. P. & L. 34s '65 
Indianapolis P. & L. 34s ’70 


North American subsidiary) obviously 

ranks high in the gilt-edged credit list. 
Current quotations on some earlier 

utility bond issues are shown below. 


oo Union is refunding its note 
issue, held by the Chase and Cen- 
tral Hanover. Two million dollars of the 
$5,100,000 34s due January, 1941, was 
paid off June 1st, and the balance was re- 
funded by serial 3s of which $1,350,000 
mature next January, $750,000 a year 
later, and $1,000,000 January 1, 1943. 

Public Service Electric & Gas has 
been authorized by the New Jersey state 
commission to issue $15,000,000 refund- 
ing 3s of 1970 (at a minimum price of 
1014) and 375,000 shares of common 
stock in the total amount of $7,500,000. 
Funds are to be used for improvements. 

Narragansett Electric Company (In- 
ternational Hydro-Electric system) is 
currently offering, through a group 
headed by First Boston Corporation, 
180,000 shares of $2.25 cumulative pre- 
ferred stock (par $50) at 534 to yield 
about 41 per cent. Earnings in recent 
years have been sufficient to cover divi- 
dend requirements five times or more. It 
was originally intended to market the of- 
fering by competitive bidding, but after 
two postponements the management de- 
cided to negotiate with its regular bank- 
ers. Proceeds will be used to repay bank 
loans and reimburse the company for 
capital expenditures. 

Consolidated Gas, Electric Light & 
Power Company of Baltimore on July 
24th registered with the SEC 68,928 
shares of 4 per cent preferred stock, to 
be sold through a syndicate headed by 
White, Weld & Co. 

The $75,000,000 United Gas Corpora- 
tion financing is reported close to regis- 
tration. 


Offering 
Price 


Current Price 
7 Asked 
101 101 
102 102 
102 1014 
105 1043 


1054 
1002 
1028 
1048 


1044 
102 
1024 
1044 
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What Others Think , \ 


Are Democracy and Private 
Enterprise Inseparable? 


n an address before friends and fel- 

low alumni of his alma mater, the 
University of Wisconsin, Philip D. 
Reed, chairman of the board of direc- 
tors of the General Electric Company, 
some weeks ago undertook an analysis 
of the interesting question, whether a 
system of free capital enterprise, such as 
we have in the United States, can func- 
tion outside the framework of a demo- 
cratic form of government. 

The speaker also considered the con- 
verse of the proposition ; 7. e., whether a 
democratic system of government can 
get along successfully without the sup- 
port of an economic structure based upon 
free enterprise. Mr. Reed started out 
with the premise that in a truly social- 
istic state there can be no capitalism or 
free enterprise as we understand it. 
Also, he said, in a state ruled by a dic- 
tator, while private enterprise may 
theoretically and to some extent actually 
exist, the very presence of dictatorial 


democratic state may under proper circum- 
stances provide natural, healthy surround- 
ings for the enterprise system, it may equally 
be applied to a partially socialized economy. 
In other words, the broad concept of gov- 
ernment of the people, by the people, and for 
the people, though it definitely excludes the 
notion of rule by despot or by dictator, con- 
tains no inherent guaranty of the private en- 
terprise system as we know it here and no 
inhibitions against government activity in 
business, agriculture, or any other field. 
Whether it shall be the one or the other or 
a combination of both, and whether having 
tried one for 150 years the other shall be 
experimented with for a time, is for the 
people to decide. 

I make this observation, well known as it 
is to you all, simply by way of reminder that 
in theory at least private enterprise is not 
necessary to the existence of a democracy, 
and for that reason it must be understood 
and wanted for itself, quite apart from de- 
mocracy as such, if we are to avoid the 
socialization of American industry, slowly, 
gradually at first, but of necessity with in- 
creasing rapidity. 


ees to the opportunities and in- 
centive towards self-improvement 
provided by an economic system of free 
enterprise, Mr. Reed stated: 


power to regulate and direct business ac- 
tivities, however socially and benignly 
exercised, is a serious and crippling de- 





terrent to long-range planning by pri- 
vate business. It paralyzes industrial 
pioneering and the incentive of financial 
risk undertaken with a profit motive. 
Mr. Reed continued : 


So we arrive almost at the outset at the 
conclusion that the capitalistic system .. . 
can best function in a democratic state 
where the broad rules for living have been 
laid down by the people themselves in a 
fundamental document, where the more 
specific rules within the broad framework 
are made from time to time as need arises 
by chosen representatives of the people, act- 
ing for a limited time only, and where the 
administrative officers of the government, 
also chosen by the people for a limited time, 
have only such authority and discretionary 
power as enables them adequately to carry 
out and effectuate the rules so laid down. 

But it will be noted at once that while this 
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Compare this self-starting and self-operat- 
ing mechanism with any scheme of things in 
which the elements of private ownership 
and the profit motive are absent. However 
one may theorize on the idealistic beauty of 
the socialized community in which all prop- 
erty is the property of all and all endeavor 
is for the benefit of all, the fact remains that 
although a number of sincere attempts have 
been made to function on this communal 
basis, none has yet succeeded. And I suspect 
that so long as we humans are what we are, 
none ever will. For without the profit mo- 
tive, without the opportunity and incentive 
to obtain personal advantage by hard work 
and careful planning, a very high percentage 
of us humans just wouldn’t get around to 
doing it. 

But we need not deal with such extreme 
examples as the theoretical socialized com- 
munity in order to compare the results of 
production and service activity with and 
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without private ownership and the profit 
motive. Foreign government ownership and 
operation of such public utilities as the 
telephone, gas, electricity, and radio broad- 
casting industries affords more than ade- 
quate demonstration. Again and again we 
have seen that even in capable and public- 
spirited hands, the public must sooner or 
later (and generally sooner) suffer from 
government ownership’s inefficiency, inertia, 
and complete lack of the profit motive’s driv- 
ing urge to find better and cheaper ways to 
do the job and to enlarge the service. And 
this is no reflection on the operators of gov- 
ernment-owned business; it is simply proof 
of our fundamental thesis that man, whether 
he be a government official or a private citi- 
zen, will not over a period of time perform 
business functions as efficiently or as pro- 
gressively under a system which does not 
give him freedom of action and a personal 
stake in the results. 


The speaker pointed out that the 
“profit motive” under a system of pri- 
vate enterprise is not something that ap- 
plies only to the benefit of employers or 
investors. In its relation to the employee, 
it rewards the industrious and skillful 
worker, as compared with the mediocre 
worker. Unions as we know them, he 
said, are nonexistent in countries where 
communism and dictatorship flourish 
and where free enterprise is either going 
or gone. The advantages for the workers 
remain with the system of free enter- 
prise, even though under such a system 
there are sometimes more men than jobs 
and at other times more jobs than men. 
On public ownership, Mr. Reed stated: 


. .. may it not truly be said that for a peo- 
ple to permit its government, not merely to 
regulate, but to control and compete with 
its private business enterprises, is also evi- 
dence of a tired and misguided democracy? 
This is not to say of course that government 
shall not engage in any business. There are 
some in which it alone can properly engage 
despite its inherent handicaps, and there are 
others in which it must engage directly or 
through subsidy for the very reason that 
private industry under the compelling in- 
fluence of the profit motive is unwilling to 
hazard its capital. But the test, the all im- 
portant test to be applied to each proposal 
that government enter the natural and tradi- 
tional field of private business, is this: Can 
the job be done or is it being done with 
private capital and under the profit motive 
system? If so, I submit that every American 
should insist upon doing it that way because, 
and only because, it surely will be done bet- 
ter and at less expense. If, on the other 
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hand, private capital cannot be interested jn 
the project, we may fairly assume that it 
is a hazardous one from the standpoint of 
the investor and that if government be the 
investor it may be expected to sustain heavy 
losses. On this realistic basis, then, we may 
evaluate the desirability of the project and 
the need of proceeding with it in the public 
interest. 


, I \HE speaker obviously preferred the 
“profit motive,” rather than “com- 
petition,” as the criterion for desirable 
application of free enterprise, because 
competition itself varies greatly as be- 
tween such industries as the telephone 
and other utilities (which are quasi 
monopolistic by nature) and _ others 
(such as steel and the automotive in- 
dustry) in which competition still plays 
an important part in our American busi- 
ness set-up. Referring specifically to 
competition, Mr. Reed stated: 

What we really seek therefore is that de- 
gree of competition which will continuously 
keep business management under urgent 
pressure to move forward in the direction 
of better and cheaper products, and which 
will promptly penalize through diminishing 
profits the concern which fails to make its 
contribution or keep abreast of progress day 
after day and year after year. Having cre- 
ated this condition, competition has fully 
served its purpose, and to do more than that 
is to defeat its own end and weaken the na- 
tional economy. Because this is so and be- 
cause conditions are not the same in any 
two industries, an attempt to impose one 
legislative rule of thumb on competition in 
all industries must necessarily prove in large 
part abortive. Better no doubt than nothing 
are our Federal antitrust laws, but blanket- 
ing, as their vaguely worded provisions do, 
so many fields of legitimate and sound eco- 
nomic codperation, the problem of enforcing 
these statutes becomes almost as difficult as 
that of understanding and complying with 
them. 


The speaker concluded with the state- 
ment that American business is finally 
awake to the need of telling this story 
to the American people. American busi- 
ness has too long assumed that the enter- 
prise system is a permanent and unassail- 
able part of the American pattern. Now 
it appears that an astonishingly large 
number of fellow Americans do not un- 
derstand and even suspect American 
business because of recent adverse eco- 
nomic circumstances. 
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“WE COULD HAVE MORE LIGHT AROUND HERE IF SO MANY OF OUR 


TALENTED MOSQUITOES DIDN’T PASS THEIR SCREEN TEST” 


The Party Platforms and the Utilities 


| ae of the Republican standard 
bearer’s background and associa- 
tion with the utility industry, it was only 
to be expected that the platform recently 
adopted by the Democratic National 
Convention in Chicago would give great- 
er attention to utilities in an effort to 
build up a political issue that could be 
used in a campaign against the candidacy 
of Mr. Willkie. The Republican plat- 
form adopted at the Philadelphia con- 
vention contained very little of special 
interest to the utilities. Although it cov- 
ered just as many items, the Republican 
document was generally briefer and 
somewhat more to the point than the 
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one outlining the Democratic platform. 

The following two paragraphs, ap- 
pearing in the Republican platform, en- 
titled “Government and Business” and 
“Government Competition,” respective- 
ly, might be construed as more or less 
directly applicable to the utility situation : 


We shall encourage a healthy, confident, 
and growing private enterprise, confine gov- 
ernment activity to essential public services, 
and regulate business only so as to protect 
consumer, employee, and investor and with- 
out restricting the production of more and 
better goods at lower prices... . 

We promise to reduce to the minimum 
Federal competition with business. We 
pledge ourselves to establish honest account- 
ing and reporting by every agency of the 
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Federal government and to continue only 
those enterprises whose maintenance is 
clearly in the public interest. 


|S ei the Democratic and Republican 

platforms contain very brief planks 
on the subject of desirability of keeping 
radio free from censorship. This was the 
only reference to communications indus- 
tries in either party document. The 
Democratic plank, entitled “Radio,” was 
as follows: 

Radio has become an integral part of the 
democratically accepted doctrine of freedom 
of speech, press, assembly, and religion. We 
urge such legislative steps as may be re- 
quired to afford the same protection from 
censorship that is now afforded the press 
under the Constitution of the United States. 

We must strengthen democracy by im- 
proving the welfare of the people. We place 
human resources first among the assets of 
a democratic society. 


The Republican plank, entitled “Free 
Speech,” was as follows: 

The principles of a free press and free 
speech, as established by the Constitution, 
should apply to the radio. Federal regula- 
tion of radio is necessary in view of the 
natural limitations of wave lengths, but this 
gives no excuse for censorship. We oppose 
the use of licensing to establish arbitrary 
controls. Licenses should be revocable only 
when, after public hearings, due cause for 
cancellation is shown. 

The genesis and object of these simi- 
lar planks on radio regulation appear 
somewhat obscure in view of the fact 
that the present Communications Act al- 
ready protects radio from official censor- 
ship. 

It is difficult to see how radio broad- 
casting could be made exactly as “free” 
as the press because of its physical limi- 
tations. Anybody can start a newspaper 
who has the price to do so. But anybody 
with the price cannot start a radio sta- 
tion or buy time on a station which is 
already operating for the purpose of air- 
ing a personal opinion, for the simple 
reason that there is only room for so 
much traffic on the air waves and as a 
result there must be a certain amount of 
selection in the public interest. 

Probably the nearest thing that could 
be obtained in the way of protecting 
radio broadcasting from the suppression 
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of the freedom of speech would be tp 
shield it from official censorship or by. 
reaucratic domination in the European 
or totalitarian style. The present Com. 
munications Act already provides such 
protection, which leaves the recommen. 
dation of both party planks on this point 
somewhat of a puzzle. 


pesos to the electric power in- 
dustry, for reasons already stated, 
appears in several places throughout the 
Democratic platform. It first appears in 
a small paragraph in the middle of the 
farm plank, in which the Democrats pro- 
claim that “low-cost electricity has been 
brought to 5,000,000 farm people as the 
result of the rural electrification pro- 
gram.” Further on the Democratic party 
pledges itself “to enlarge the rural elec- 
trification program” and “to encourage 
farmer-owned and controlled codper- 
atives.” 

The use of the past tense in the state- 
ment about bringing low-cost electricity 
to 5,000,000 farm people is interesting 
inasmuch as the Rural Electrification 
Administration, at the time the Chicago 
platform was adopted (July 17th), had 
not energized rural power lines serving 
much, if any more, than a half-million 
farms. Since it would be manifestly in- 
accurate to ascribe an average of ten 
persons to a single farm family, the im- 
plication is that the Democrats are tak- 
ing some credit for rural electrification 
activity which has been conducted by the 
private electric power industry, as well 
as the Rural Electrification Administra- 
tion. 

The next reference is in a paragraph 
entitled “Capital and the Business Man,” 
which is as follows: 

To make democracy strong, our system of 
business enterprise and individual initiative 
must be free to gear its tremendous produc- 
tive capacity to serve the greatest good of 
the greatest number. 

We have defended and will continue to 
defend all legitimate business. 

We have attacked and will continue to 
attack unbridled concentration of economic 
power and the exploitation of the consumer 
and the investor. 

We have attacked the kind of banking 
which treated America as a colonial empire 
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to exploit; the kind of securities business 
which regarded the Stock Exchange as a 
private gambling club for wagering other 
people’s money; the kind of public utility 
holding companies which used consumers’ 
and investors’ money to suborn a free press, 
bludgeon legislatures and political conven- 
tions, and control elections against the in- 
terest of their customers and their security 


holders. 


HE principal reference to the elec- 
ye power industry comes in a 
rather long plank entitled simply “Elec- 
tric Power”: 


During the past seven years the Demo- 
cratic party has won the first major vic- 
tories for the people of the nation in their 
generation-old contest with the power 
monopoly. 

These victories have resulted in the recog- 
nition of certain self-evident principles and 
the realization of vast benefits by the peo- 
ple. These principles, long opposed by the 
Republican party, are: 

That the power of falling water is a gift 
from God, and consequently belongs not to 
a privileged few, but to all the people, who 
are entitled to enjoy its benefits ; 

That the people have the right through 
their government to develop their own power 
sites and bring low-cost electricity to their 
homes, farms, and factories; 

That public utility holding companies must 
not be permitted to serve as the means by 
which a few men can pyramid stocks upon 
stocks for the sole purpose of controlling 
vast power empires. 

We condemn the Republican policies which 
permitted the victimizing of investors in the 
securities of private power corporations, and 
the exploitation of the people by unneces- 
sarily high utility costs. 

We condemn the opposition of utility 
power interests which delayed for years the 
development of national defense projects in 
the Tennessee valley, and which obstructed 
river basin improvements and other public 
projects bringing low-cost electric power to 
the people. The successful power develop- 
ments in the Tennessee and Columbia river 


basins show the wisdom of the Democratic 
party in establishing government-owned and 
operated hydroelectric plants in the interests 
of power and light consumers. 

Through these Democratic victories, 
whole regions have been revived and re- 
stored to prosperous habitation. Production 
costs have been reduced. Industries have 
been established which employ men and 
capital. Cheaper electricity has brought vast 
economic benefits to thousands of homes and 
communities. 

These victories of the people must be 
safeguarded. They will be turned to defeat 
if the Republican party should be returned 
to power. We pledge our party militantly to 
oppose every effort to encroach upon the 
inherent right of our people to be provided 
with this primary essential of life at the 
lowest possible cost. 

The nomination of a utility executive by 
the Republican party as its presidential 
candidate raises squarely the issue, whether 
the nation’s water power shall be used for 
all the people or for the selfish interests of 
a few. We accept that issue. 


it is to be noticed that while the Demo- 
cratic plank obviously encourages 
public ownership of electric power pro- 
duction—at least to the extent of hydro- 
electric operation through “the power of 
falling water’—there is no forthright 
declaration in favor of exclusive public 
ownership over this phase of the electric 
power industry or any other phase. The 
Democratic plank simply states that “the 
people have the right through their gov- 
ernment to develop their own power 
sites,” etc., and that the people are “en- 
titled to enjoy” the benefits of hydro- 
generated power. This would seem to be 
a declaration in favor of popular de- 
termination of local or national public 
ownership questions, rather than an ex- 
clusive endorsement of the public 
ownership principle. 





“Grass Roots” 


N two recent issues of the Survey 

Graphic magazine (June and July, 
respectively) appear articles which pur- 
port to show how the Tennessee Valley 
Authority is developing a “grass roots 
administration” in the handling of its 
various programs. In the first of these 


and the TVA 


articles, TVA Director Lilienthal de- 
scribes a practical alternative to the un- 
limited growth of “big government” in 
the national capital. The second article, 
by George C. Stoney, examines the 
methods through which TVA has helped 
folks in the valley to help themselves. 
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The title to Mr. Lilienthal’s article, 
“The TVA and Decentralization,” might 
cause mild surprise to a reader who has 
gained the impression that Federal 
agencies under the New Deal have been 
trending towards centralized control in 
Washington. But Mr. Lilienthal shows 
an earnest belief that unlimited growth 
of centralized authority is just as waste- 
ful and dangerous under the protective 
coloration of government bureaucracy 
as it is under the concentrated corpora- 
tion control of Wall Street. In plainer 
words, he thinks Big Government is just 
as vulnerable as Big Business. We must 
experiment in the administrative decen- 
tralization of even our Federal govern- 
ment. Mr. Lilienthal states: 


The TVA is one such experiment. If its 
methods of administration prove to be suc- 
cessful, if it can help to solve the problems 
raised by the flight of power to the center, 
history may mark that down as its most 
substantial contribution to our national well- 
being. Its methods are not the only ones 
which must be tried. Its regional limitation 
is not the only remedy. There will be differ- 
ent types of organization and other methods 
of administration suitable for varying prob- 
lems and different areas. For diversity will 
always characterize decentralized adminis- 
tration, just as surely as uniformity is seen 
to be the mark of central and remote con- 
trol. Perhaps each kind of enterprise, public 
or private, must be considered separately. I 
am not prepared to write a blanket formula. 
But I am sure of this: The people of this 
country have a right to demand that their 
Federal government guarantee to them the 
benefits of advancements in science and re- 
search; they have a right to demand protec- 
tion from economic abuses beyond the power 
of their political units to control. And they 
have the further right to insist that the 
methods of administration used to carry out 
the very laws enacted for their individual 
welfare will not atrophy the human re- 
sources of their democracy. This is no easy 
problem, but it must be faced. It must be 
faced and solved in order to conserve and 
develop the energies and zeal of our citizens, 
to keep alive the channels through which 
our democracy is constantly invigorated, and 
to make sure that we too shall not be some 
day mute, our fortunes and our future de- 

termined without our voice. 

No matter what the field of enterprise, no 
matter where the scene of its activity, the 
benefits bestowed by highly centralized au- 
thority are similar, and the costs it ultimate- 
ly levies are the same. In the name of effi- 
ciency, independent units of business in the 
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United States have been absorbed by mam. 
moth enterprises, while as the price of peace 
abroad small nations have been robbed of 
their sovereignty. Here individual enterprise 
and local controls in business have been 
overthrown or outgrown; there, whole Deo- 
ples have been denied participation in the 
decisions of their states. Sterile towns and 
disenfranchised nations, all these alike are 
paying the tribute finally exacted for the 
progress advanced by remote control, 


M* Lilienthal concedes certain ad- 
vantages of chain organization 
whereby people can see the same things 
in store windows from Maine to Cali- 
fornia and like it. But he points to the 
adverse economic effect of absentee 
management and control whereby grass 
root towns have been drained and made 
sterile. He observes the revolt which 
followed such concentration of business 
control in the form of “little business” 
movements. Now, the TVA member 
sees the same threat menacing govern- 
ment organizations: 























... we must be quick to recognize that cen- 
tral government faces many of the same dan- 
gers, is subject to some of the same tempta- 
tions, may fall into abuses similar to those 
that have characterized the administration 
of centralized business. True, the public can 
call a halt to such abuses in government more 
effectively than when they appear in busi- 
ness. But the need to find a balance is hard- 
ly less urgent for that fact. The advantages 
of centralized authority we must retain, but 
for those benefits we must not pay too higha 
price. We must use our intelligence and in- 
ventiveness to protect ourselves against the 
dangers which we now know are hidden in 
vast size and overcentralized control. 

We must recognize that a central govern- 
ment, like a business empire centrally man- 
aged, is bound to suffer from lack of knowl- 
edge of local conditions and parochial cus- 
toms. And when differences in local and re- 
gional customs are forgotten, statutes seem 
irrelevant or harsh. Their effects tend to 
disturb rather than promote the welfare of 
the citizen. In a country as vast as the United 
States, with its range of physical and eco- 
nomic variations, power cannot be adminis- 
tered entirely from the national capital. Ex- 
cessive centralization in Washington is 
bound to cause interminable delays before 
decisions are arrived at, and put into effect 
in the field. When every recommendation, 
regulation, and requisition must be sub- 
mitted for examination, approval, and action 
at headquarters, nothing can be done very 
promptly. Delay in the field not infrequently 
spells defeat for a program. 
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“MADAM, IT’S SO QUIET YOU CAN JUST SIT IN YOUR KITCHEN AND 
HEAR THE NOTES DRAWING INTEREST” 


Mr. Lilienthal differentiates between 
“centralized authority” and “centralized 
administration.” Broad policies can be 
determined in Washington but impor- 
tant administrative decisions can be made 
in the field. There is in Mr. Lilienthal’s 
article a powerful argument against re- 
cent efforts (under the color of govern- 
ment reorganization) to subordinate 
TVA to direct control of a government 
cabinet officer, such as the Secretary of 
Interior or Secretary of Agriculture. 
There is an interesting analogy here sug- 
gested in the experience of the Rural 
Electrification Administration, which 
has already been transferred to the di- 
rect control of the Secretary of Agri- 
culture, and which is engaged in a pro- 
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gram similar in many respects to the 
TVA operations. 


M Rr. Stoney’s article in the July issue 

of Survey Graphic was more rep- 
ortorial. The author talked with dif- 
ferent farmers, merchants, and so forth, 
and brought out in his thesis that the 
TVA is helping farmers in the valley to 
help themselves by participating in va- 
rious important agricultural experi- 
ments. He expressed the problem: 

In setting up the TVA, Congress in- 
structed it to use the old Muscle Shoals fac- 
tory, originally built to develop nitrogen for 
war purposes, to experiment with new and 
improved types of phosphate fertilizers. This 
it has done, developing two special formulas 
which are now used on test farms not only 
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throughout the Tennessee valley, but also in 
22 states that lie outside. The scheme for 
testing these combinations is the heart of 


TVA’s large-scale program for getting 
farmers to do something about conserving 
their own land. 

Now the authority could have tested these 
fertilizers more satisfactorily from a purely 
scientific point of view, and no doubt more 
cheaply, had it bought farms in the several 
soil belts, hired experts, and measured re- 
sults with exactitude. Scientific tests by state 
and Federal experiment stations now tell the 
TVA what can be done. But farm experts 
have learned that to get a new method of 
cultivation adopted takes much longer and 
is much more costly than to develop it. Even 
then, application to each farm unit is some- 
thing the farmer must figure out for him- 
self. Why not let him help with the testing? 


The major part of Mr. Stoney’s arti- 
cle is a factual description of improve- 
ment that has been made in the Tennes- 
see valley farm lands, in the matter of 
erosion control, crop improvement, rural 
electrification, and so forth. 


ust by way of a dissenting note to 

the idea that TVA is essentially an 
experiment in grass roots administration, 
let us consider very briefly a recent ad- 
dress by Ellwood J. Turner, speaker of 
the Pennsylvania house of representa- 
tives. Mr. Turner gave his talk in Phila- 
delphia on July 17th in the form of an 
annual report and as chairman of the In- 
terstate Commission on the Delaware 
River Basin. This agency, Turner de- 
clared, is working out problems affecting 
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the Delaware valley through a policy of 
“voluntary regionalism” not involving 
the creation of a “superimposed govern. 
mental structure.” He called the TVA 
“top soil suffocation of political or. 
ganisms—the states, counties, munici. 
palities, and districts of the region.” 

Turner told members of the Delaware 
River Basin Commission that the 4-state 
program, representing the interests of 
New York, New Jersey, Pennsylvania, 
and Delaware in the development and 
control of the resources of the Delaware 
river, was vitally important in national 
defense. 

Mr. Turner said the story of the TVA 
to date was “a tale of fantasy under 
which navigation and flood control func- 
tions of the Federal government have 
(quite incidentally) led to the develop- 
ment of hydroelectric power which (to 
prevent economic waste) must be mar- 
keted, requiring the construction of 
power-producing units and transmission 
lines which (much to everyone’s sur- 
prise) find en route and at their termini 
possible users who (to protect and sta- 
bilize this present and future market) 
must be assisted in maintaining an ade- 
quate standard of living, which necessi- 
tates studies of improved plant food 
products and processes, soil erosion, 
commercial transportation, recreational 
development, malaria control, and so 
on.” 


—F. X. W. 





Manhattan Business Phone Book Advertises Freedom 






IX a recent informal presentation to Mayor LaGuardia of New York city, 
an advance copy of the “Donnelley Red Book,” classified telephone directory, 


revealed a front cover upon which is di 
of Liberty. The back cover contains a ‘ 


— a colored picture of the Statue 


usiness man’s version” of the Bill of 


Rights, the space purchased by Sidney Hollaender, business man, who paid 
$10,000 to outline his idea of the American way. Mr. Hollaender’s outline gives 
the following reasons for liking America: 

“Because: I can go to any church I please, 

“T can read, see, and hear what I choose, 


“T can express opinions openly, 


“My mail reaches me as it was sent—uncensored, 


“My telephone is untapped, 
“T can join any political party I wish, 


“I can vote for what and, whom I please, _ 
“T have a constitutional right to trial by jury, 


ii 
law 
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“I am protected against unconstitutional search and seizure, 
either my life nor my property can be forfeited without due process of 
” 











a 


The March of 
Events 


Foreign Interest in Bonneville 


ENATOR McNary, Republican of Oregon, 
S last month said important foreign interests 
were discussing with him the possibility of 
establishing an aluminum-processing plant in 
Oregon which would utilize power from the 
government’s giant Bonneville hydroelectric 
lant. 

. McNary said one of the world’s largest and 
best-known firms was involved but that he 
was not at liberty to divulge its identity. 

The Senator said, the negotiations were the 
outgrowth of his conferences several weeks 
ago with Edward R. Stettinius of the National 
Defense Advisory Commission. At that con- 
ference the Senator presented data to show 
Bonneville not only had ample power for na- 
tional defense manufacturing but had favor- 
able water and rail rates and good climate. 
His advocacy of Bonneville was so convinc- 
ing that a few days later, he said, a National 
Defense Commission representative brought 
him a representative of the foreign interests 
with whom he has held a series of confer- 
ences. 


TVA Visitors Banned 


A’ a precautionary measure to prevent 
possible sabotage, the Tennessee Valley 
Authority has closed all its power plants to 
visitors, a spokesman said recently. He added 
that the move was made “in the interest of 
national defense.” 

Visitors are now banned from power houses 
at eight dams and from certain “restricted 
areas” encompassing vital parts of the au- 
thority’s gigantic power production system 
supplying virtually the entire Tennessee valley 
with electricity. 

The authority’s dams at which the ban is 
enforced are Pickwick Landing, Chicka- 
mauga, Wilson, Hale’s Bar, Guntersville, Hi- 
wassee, Watt’s Bar, and Norris. 

The delay in appropriating $25,000,000 to 
start work on additional power plants for the 
TVA came to an abrupt end recently. The 
Senate by voice vote and the House by a 
Me of 265 to 93 passed the appropriation 
ill. 


The House, however, adopted an amend- 
ment providing that the extent and location 
of the transmission lines to be constructed 
shall receive the approval of the National De- 
fense Advisory Commission. The Senate 
promptly concurred. 
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Willkie’s Successor Named 


jos R. Whiting, who has been identified 
continuously with the Commonwealth & 
Southern system and its predecessor com- 
panies since 1912, was elected president of 
the $1,000,000,000 utility concern last month, 
succeeding to the vacancy created by the 
resignation of Wendell L. Willkie, Republican 
presidential nominee. 

In choosing Mr. Whiting as chief executive 
of the system, directors of the corporation 
elected him president of the Commonwealth 
& Southern Corporation of Delaware, the 
holding company of the system, and the Com- 
monwealth & Southern Corporation of New 
York, the mutual service organization of the 
system, as well as chairman of the board of 
the Consumers Power Company, largest oper- 
ating subsidiary in Commonwealth’s group of 
10 properties. Mr. Whiting also was elected 
to directorships on the boards of the three 
concerns made vacant by Mr. Willkie’s resig- 
nation. 


Charges SEC Delays Inquiry 


| fgg nama! accusing the Securities and 
Exchange Commission of using dilatory 
tactics in its investigation of the affairs of the 
Union Electric Company of Missouri, Edward. 
L. Shea, president of the North American 
Company, parent concern of the Union Elec- 
tric Company, last month called upon the 
commission to bring the entire situation out 
in the open, establish an official record, and 
terminate the “secret procedure” which has 
resulted in the last nineteen months in “fo- 
menting rumors and public suspicion of the 
Union Electric Company and those having 
relations with it.” 

Mr. Shea, who recently was elected presi- 
dent of the North American Company, sharp- 
ly attacked the “ex parte” nature of the pro- 
ceedings to date in the Union Electric investi- 
gation in a letter addressed to the entire com- 
mission. He made it clear he was not inter- 
ested in defending the former executives of 
Union Electric, but did condemn the commis- 
sion for delaying “constructive and decisive 
action” which, he asserted, “is not in the best 
interests of the public or our security holders.” 

The Union Electric Company has been 
under investigation by the SEC since Novem- 
ber, 1938, when its top executives were ac- 
cused of using company funds for political 
activities throughout the company’s territory, 
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which embraces St. Louis and surrounding 
communities. 

In an open letter to the company, Jerome N. 
Frank said the SEC could not at this time 
make public its investigations into two of the 
company’s subsidiaries, Union Electric Com- 
pany of Missouri and Illinois Iowa Power 
Company. The letter replied to the North 
American charge of undue delay by saying 
that “much of the delay has been due to tac- 
tics on the part of certain officials of Union 
Electric Company.” 

Explaining why it could not make public 
the results of its Union Electric investigation, 
the SEC said that the record covered 20,000 
pages of testimony which must be sum- 
marized, that the testimony had been ex parte 
and therefore might do “grave injustice” to 
persons who had had no opportunity to cross- 
examine witnesses, and that public hearings 
before the SEC in this case must be postponed 
until the current perjury trial of a former 
Union Electric officer has been concluded in 
“fairness to the defendant.” 


FPC Authority Challenged 


ONTENDING that the Federal Power Com- 

mission “has no jurisdiction, authority, 
or power to issue or enforce said order, 
opinion, findings, or conclusions,” the Safe 
Harbor Water Power Corporation has peti- 
tioned the commission for a rehearing of all 
matters involved in its order of June 11, 1940, 
fixing as a rate base the net investment in the 
power project, plus adequate working capital, 
and prescribing 6 per cent rate of return on 
this rate base. 

In deciding this first rate case involving a 
federally licensed hydroelectric project, the 
commission, asserting its jurisdiction under 
Part I of the Federal Power Act, employed 
the statutory net investment rate base in pre- 
scribing the new rate base, which would reduce 
Safe Harbor’s wholesale rates approximately 
$350,000 annually. It required the corpo- 
ration to adjust its rates annually upon the 
prescribed formula. 


The Safe Harbor Corporation, in its petition 
contended that “neither under § 20, Part I, nor 
under Part II of the Federal Power Act has 
the commission in any event any jurisdiction 
over rates for power or electric energy other 
than power which enters into interstate or 
foreign commerce or power sold at wholesale 
in interstate commerce.” If the act can 
properly be otherwise construed, “it is beyond 
the power of Congress and is unconstitu- 
tional,” the petition alleged, as it would de- 
prive the corporation of property without due 
process of law. 

The corporation is a wholly owned sub- 
sidiary of Consolidated, Gas, Electric Light & 
Power Company of Baltimore and the Penn- 
sylvania Water & Power Company. 


A “Poll” of Transit Patrons 


HE completion of two comprehensive 

“polls” of public opinion toward bus serv- 
ice in two cities, representing the first applica- 
tion of modern opinion sampling to the tran- 
sit industry, has been announced by Hender- 
son Gilbert, chairman of the American Transit 
Association Bus Division, and chairman of the 
Market Research Committee. The market 
surveys were made in Trenton, N. J., and 
Harrisburg, Pa., by a nationally known survey 
organization, working under the auspices of 
the committee. 

The Market Research Committee has been 
working quietly for nearly a year on its project 
to provide the transit industry with an actual 
demonstration of the value of modern public 
opinion sampling, Gilbert said. The profitable 
use of such methods in other industries and in 
public polls on political questions led the com- 
mittee to believe that they could be success- 
fully applied to bus operations. 

Details of the findings will not be made 
public until the American Transit Association 
Convention at White Sulphur Springs, W. 
Va., September 22nd to 26th. In addition to 
Mr. Gilbert, members of the committee in- 
clude R. J. Bennett, R. A. Hauer, T. E. Pea- 
cock, and C. W. Stocks. 


@ 
Alabama 


Electric Properties Transferred 


F geese Power Company electric proper- 
ties in north Alabama, serving approxi- 
mately 13,000 customers, were transferred on 
July 1&th to the Tennessee Valley Authority 
and several municipalities and, codperative 
associations, Gordon R. Clapp, TVA general 
manager, announced. 

The transaction, which took place in New 
York, involved payment by TVA of approxi- 
mately $1,989,000, chiefly for transmission fa- 
cilities, while the municipalities and, associ- 
ations paid the balance of the total purchase 
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price of around $4,230,000, the announcement 
said. 


Gas Contract Approved 


A New 10-year contract executed by the 
Birmingham Gas Company and_ the 
Southern Natural Gas Company was approved 
by the state public service commission last 
month. 

The contract under which they had been 
working since the Southern Natural Gas Com- 
pany’s pipe line was built into Birmingham 
expired in April and the contract approved 
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by the state commission, with a few minor 
details, it was said, was virtually the same as 
the old contract. 

The natural gas obtained under the contract 
is served to some of the larger industrial 


corporations in Birmingham and _ vicinity, 
while the by-product gas is served other 
industrial plants and domestic customers. 

It was understood there would be no change 
in the price charged under the new contract. 


Arkansas 


Steam Plant Proposed 


PROPOSAL to construct a dam on Big Mul- 
A berry creek and erect a large steam plant 
to generate electricity near Cass, Franklin 
county, to utilize western Arkansas coal and 
surplus labor was recently presented to the 
Federal Power Commission. 

Dr. George C. Branner, state geologist, re- 
turned to his office from Washington last 
month with news of the project. He is one of 
three state officials stationed at the state Agri- 
cultural and Industrial Commission’s branch 
office at Washington, where business emanat- 
ing from the national defense program is being 
sought. 

An effort was made two years ago to obtain 
a WPA project for construction of a dam 
and creation of a proposed Cass lake for 
recreation purposes. Under the new program, 
the impounded water would be used for con- 
densation in the steam plant. 

The Cass lake proposal, Dr Branner said, 
was revived by Congressman D. D. Terry, of 
Little Rock, as an additional outlet for the 
state’s coal. The need for increased produc- 
tion of power was based on the statement that 
about half of the electricity consumed in 
Arkansas is imported from other states. 

Engineer-Director L. A. Henry of the state 
planning board, also stationed at the Wash- 
ington office, provided information for Con- 
gressman Terry’s use in support of the proj- 
ect. 

Congressman Terry also was reported by 
Dr. Branner to be highly elated at the prospect 
of cheap, competitive natural gas in the state. 


Company Gets REA Loan 


EDERAL funds have been made available to 
electrify every feasible farm area in 
Arkansas, the state utilities commission an- 
nounced last month after a conference with 
Rural Electrification Administration officials. 
The first step, Chairman Thomas Fitzhugh 
said, would be advancement of a $600,000 loan 
by the REA to the Arkansas Power & Light 
Company for extension of the company’s farm 
service. Of the amount, $113,000 will be used 
to reimburse the utility for past construction. 
The remaining $487,000 will be used for addi- 
tional construction to connect 2,500 farm 
homes to power lines. The commission said 
the company plans extensions in Pope, Yell, 
Faulkner, and Mississippi counties. 

The commission said the company planned 
to start construction immediately and antici- 
pated completion of its program within four 
months. 

Dr. Robert B. Craig, deputy REA adminis- 
trator from Washington, and C. O. Falken- 
wald, director of the Division of Codperative 
Relations, conferred with the commission and 
officials of the Arkansas Power & Light Com- 
pany on the future of rural electrification in 
the state. 

In a statement issued after the conference, 
the commission said $2,235,000 was available 
in REA loans for expansion of existing rural 
codperative associations and, for construction 
of lines in new areas. This allotment, an- 
nounced sometime ago, would build about 
4,000 miles of line to serve 10,000 farm homes 
with electricity. 


California 


Ickes Rejects Proposal 


Gmans of Intericr Ickes on July 25th re- 
J jected a proposal by the city of San Fran- 
cisco to lease the $65,000,000 Pacific Gas and 
Electric Power Company’s distribution system 
in San Francisco and said he would give the 
city another sixty or ninety days in which to 
rewrite its proposed contract. 

_The Secretary acted on recommendation of 
his legal staff which held that the proposed 
lease did not comply with provisions of the 
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Raker Act, which requires the city to own and 
operate the distribution facilities. He said the 
lease, as drawn, made the company an agency 
of the city whereas the law specified that the 
municipality must not deal through a second, 


party. 

During the 60-day period, officials said, the 
city would renew negotiations with the com- 
pany for lease of the property and present to 
the residents of San Francisco the question of 
financing municipal operation of the PG&E 
distribution system. 
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Municipal Plants Defeated 


yo of Waukon and Oelwein last month 
defeated municipal plant proposals, Wau- 
kon voters defeated a proposed $250,000 bond 
issue for the construction of a municipal 
power plant. Of 1,426 votes cast, 848 were 
against the proposal. 


Oelwein voters for the second time in three 
months turned down a $590,000 revenue bond 
proposal for a municipal light plant. The town 
is served by the Interstate Power Company, 
The vote was 1,940 to 1,233. 

The promoting engineer of the two issues 
was Albert Spitzglass of the Hubbard Engi- 
neering Company, Chicago. 


Kentucky 


Line Controversy Settled 


CONTROVERSY between the Rural Electri- 

fication Administration and the Ken- 
tucky-West Virginia Power Company over 
9.4 miles of line westward from West Liberty 
was settled by compromise recently at the con- 
clusion of a 3-hour hearing before the state 
public service commission. 

The utility agreed to waive its permit to 
build the line, and REA agreed to buy cur- 
rent wholesale from the utility to service the 
proposed Licking Valley Rural Electrifica- 
tion Codperative in Magoffin, Morgan, Wolfe, 
Floyd, and Johnson counties. 

H. S. Scott, representing the utility, Wil- 
liam B. Nivison of REA, and twenty REA 
proponents from the counties affected agreed 
to the compromise. 

Nivison’s case was that the 9.4 miles from 
West Liberty to Index, Grassy Creek, and 
Malone tapped the heart of the proposed codp- 


erative, making it unfeasible for a loan to 
finance 415 miles of electric lines for the con- 
venience of more than 1,600 potential con- 
sumers in the five counties. Scott countered 
with the argument that his utility obtained 
permission from the state commission to build 
the line in January, five months before the 
cooperative was incorporated. 


Power Plant Bonds Asked 


A PROPOSAL to finance construction of a 
$450,000 municipal power plant through 
issuance of 3.08 per cent bonds was submitted 
to the Madisonville city council and Mayor 
Beverly Waddill last month by Harris and 
Company, Toledo, O., firm. 

Mayor Waddill said the bonds would in no 
way pledge the credit of the city or its taxing 
power, but would constitute a lien upon the 
generating plant, the distribution facilities, and 
the revenue derived therefrom. 


Maryland 


Annual Convention 


HE annual fall convention of The Mary- 

land Utilities Association will be held at 
the George Washington hotel, Ocean City, on 
September 6th and 7th, it was announced re- 
cently. 


There will be an informal joint meeting of 
the gas, electric, and transportation groups, 
with addresses by speakers of national repu- 
tation, and each address will present an au- 
thoritative view on a topic of current interest. 
Entertainment has been provided, including a 
banquet and talk. 


Massachusetts 


Boston Edison Stock Split 


4-Fror-1 split of the capital stock of the 

Boston Edison Company, under which 
four $25 par value shares would be exchanged 
for each present $100 par share, was approved 
on July 24th by the state commission. The 
commission, however, stipulated that the 
aggregate par value of the outstanding shares 
shall not be increased by the change. 
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The commission’s order, written by Francis 
M. McKeown, and approved by the other four 
members, came only one day after the com- 
pany wrote to the commission promising a 
— reduction in rates effective October 

St. 

Attention was called in the commission’s 
order to a similar stock-split petition sub- 
mitted by the company in 1929, but which 
was denied. 
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Nebraska 


Districts Ask Tax Decision 


HE first action in what may be a long- 
adic legal battle to determine 
whether the state’s three hydroelectric dis- 
tricts are exempt from taxation was taken 
by the Platte Valley Public Power and Irri- 
gation District board of directors last month. 

The project’s board agreed to pay under 
protest $159 in 1939 taxes against automo- 
biles of the district, but instructed its attorney, 
M. E. Crosby, to vigorously prosecute their 
objections to payment of the tax. The board 
indicated it would take the matter to the state 
supreme court if necessary. 

Gerald Gentleman, district manager, pointed 
out the decisions of the court would affect 
approximately $1,500,000 in Platte Valley prop- 
erty in Lincoln county. Gentleman said at- 
torneys representing the three hydroelectric 
districts have agreed the projects are exempt 
from taxation under senate file 310, under 
which they were organized. 

The action taken by the Platte Valley board, 
directors said, will result in the first test case 
in the state. The decision of the courts will 
determine whether several million dollars in 
hydro property in the state is liable for taxes. 


Company Seeks Reversal 


bes state supreme court was asked re- 
cently by the Southern Nebraska Power 
Company in a brief to reverse a decision of 
the Nuckols County District Court which held 
the city of Nelson had the right to issue reve- 
nue bonds and enter into a contract with the 
Fairbanks-Morse Company for the construc- 
tion of a power plant. 

This city already owns its distribution sys- 
tem and has been purchasing energy from the 
power company. The power company argued 
that under the Nebraska law a city, before it 
can build a power plant, first must get ap- 
proval of the voters and that the Nelson 
councilmen failed to do this. 

The company attacked the deal on the 
grounds the bidding for the job was not 
properly conducted. The company charged in 
the case at bar the successful bidder agreed 
to take the bonds issued by the city as part 
payment for the electric plant and for this 
reason it was impossible to tell how much of 
the bid was for the legal work and the han- 


dling of the bonds and how much was for the 
actual improvement. 


Considers Property Deal 


a Nebraska City council was reported 
recently to be considering an offer by 
Guy C. Myers, Wall Street broker, to negoti- 
ate for purchasing all Central Power Com- 
pany properties in the city’s area, including 
transmission lines and systems in smaller 
towns. 

Myers succeeded in getting the commission- 
ers to delay condemnation proceedings until 
he can obtain data and submit figures. He 
proposed that the actual purchase be through 
the Consumers Public Power District of 'Co- 
lumbus, which was set up by a group inter- 
ested in the Loup river project to acquire the 
retail outlet at Columbus and in adjacent 
towns. Nebraska City would get title at once 
to facilities inside city limits, with consumers 
operating the outlying property. Myers’ fee 
would be 24 per cent. 

City Attorney V. E. Tyler told the meeting 
the time for the power company to appeal 
from the U. S. Circuit Court of Appeals de- 
cision upholding condemnation proceedings 
had gone by and the city was now free to 
proceed. 

Myers indicated he was working on a 
similar plan for North Platte, Kearney, Grand 
Island, and Scottsbluff. The great advantage 
of his plan, he said, was that the utility would 
continue to pay taxes if it is acquired by the 
Consumers District, but not if the city con- 
demns it. 


Power Plants to Join 


EFINANCING of the almost $40,000,000 debt 

of Nebraska’s three big hydroelectric dis- 
tricts would permit joint operation of their 
power and irrigation facilities, and establish- 
ment of the new operating organization was 
expected immediately, K. Sewell Wingfield, 
chief Nebraska PWA projects engineer, said 
recently. 

Plans for the joint operation and pooling 
of revenue under a budget plan to facilitate 
payment of operating costs and bond interest 
and principal were worked out last fall, but 
certain clauses in the district’s debentures pre- 
vented carrying them out. 


New Jersey 


tax on July 24th to State Treasurer William 
A. Albright, who will hold the money as trus- 
tee until the courts decide the basis on which 
it shall be distributed to municipalities. 
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Posts Excise Tax 


Tz, Public Service Corporation and its 
utility subsidiaries paid $12,581,256 excise 
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The state acts merely as collection agent. 
Ranged against each other in the courts are 
a small bloc of large cities and, a large group 
of small municipalities in a contest over 
whether utility property valuations set by 
State Tax Commissioner J. H. Thayer Mar- 
tin or those set by local assessors should be 
used as a basis for apportionment of gross re- 
ceipts and franchise taxes. 


Light Rate Cut 


EDUCTIONS in the electric rates of the New 
Jersey Power & Light Company, amount- 


ing to about $375,000 a year, were announced 
at Newark recently by Harry Bacharach 
president of the state public utilities commis. 
sion. The reductions affect industrial, com- 
mercial, residential, and street-lighting rates, 
The company serves more than 57,000 cus- 
tomers in 77 municipalities in northern New 
Jersey. The reductions will benefit residen- 
tial users to the extent of $197,500 a year; 
industrial users, $91,000; commercial cus- 
tomers, $76,000; and street-lighting, $10,000, 
New residential and street-lighting rates 
were effective August Ist, and industrial and 
commercial rates effective September 1st, 


Ohio 


Negotiate Gas Contract 


wipe ge between the city of Marion 
and the Ohio Fuel Gas Company for a 
5-year rate contract have been started in prep- 
aration for expiration of the present contract 
August 22nd. 

The company has proposed continuation of 


the present rates for three years and increases 
in the fourth and fifth years of a proposed 
contract. 

The council finance committee, Hayse L. 
Rogers, Walter A. Dorsey, and Harry Wil- 
helm, was representing the city in the nego- 
tiations, and the company was represented by 
Charles Sechrist, local manager. 


Oklahoma 


GRDA Contract Attacked 


AY McNauGurTon, chairman of the Okla- 
homa Grand River Dam Authority board, 
recently said that a dispute with the Public 
Works Administration over a clause in a con- 
tract, which the authority must sign to obtain 
an additional loan and, grant of $2,700,000, 
had been settled in a satisfactory manner. 
The loan and grant, principally for trans- 
mission lines, was approved by PWA, but the 
funds were being withheld until the authority 
would agree to a contract containing a clause 
specifying that the project attorney should be 
satisfactory to PWA. 
McNaughton had said the clause was im- 


proper and that the board believed it should 
not be placed “in the position in having an at- 
torney who is not entirely responsible to it, 
but may be responsible also to someone else.” 

He added, that so far as he knew no effort 
had been made to remove Robert L. Davidson, 
project attorney. 

At the same time the PWA announced it 
would not at this time open up again the 
GRDA bond issue to take any more of the au- 
thority’s bonds on the same basis. This de- 
cision, McNaughton said, meant the PWA 
would not agree to purchase now some $1l,- 
000,000 more in bonds with which the au- 
thority wished to build hydroelectric dams at 
Markham’s Ferry and Fort Gibson, Okla. 


Oregon 


Saving Seen in PUD Plan 


N immediate substantial rate reduction ap- 
pears possible under the proposal to cre- 
ate the Marion County Peoples Utility Dis- 
trict, the state hydroelectric commission de- 
clared in a report on the feasibility of the 
project released last month. 
This would be contingent upon the district 
purchasing its electrical energy from the 
Bonneville Administration. 
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The total investment would be approximate- 
ly $3,232,260, the commission said, based on 
the Marion county book values of the Port- 
land General Electric Company, the Mountain 
States Power Company, Butte Light & Power 
Company, general plant, in addition to the 
book value of the Portland General Electric 
Company, and working capital of $94,143. . 

The annual operating costs of the project 
were estimated, at $720,160 by the commission. 
Annual cost of power was fixed at $385,578. 


246 





wwe ae se 


THE MARCH OF EVENTS 


Rhode Island 


Rate Cut Announced 


EDUCTIONS, effective October Ist, in the 
Retectric rates of the Narragansett Electric 
Company and of the Blackstone Valley Gas 
& Electric Company, estimated to result in an- 
nual consumer savings of $367,500, were an- 
nounced on July 23rd by Public Utilities Ad- 
ministrator Benjamin M. McLyman after a 
rate study extending through several months. 

Announcement of the reductions marked 
completion of negotiations between the state 
and the Narragansett Electric Company and 
the Blackstone Valley Gas & Electric Com- 
pany, but those between the state and the 
Newport Electric Corporation having a similar 


purpose are still in progress, it was said. 

Narragansett Electric Company rates are to 
be reduced, on October Ist by an estimated 
sum of $274,000. Last October Ist the Nar- 
ragansett Electric reduced its rates to effect 
a $500,000 savings to consumers. When the 
reductions recently announced go into effect 
the decreases will total savings of $774,000. 

Rates of the Blackstone Valley concern will 
be reduced $93,500. Reductions by Blackstone 
Valley, which went into effect last October 
Ist, resulted in estimated consumer savings 
of $125,300. 

Mr. McLyman said these reductions “con- 
stitute the second step in a 3-year plan which 
began operation October 1, 1939.” 


South Carolina 


Santee Makes Progress 


FTER a meeting of the Santee-Cooper ad- 
Ave board at ‘Columbia recently, Gov- 
ernor Burnet R. Maybank issued a statement 
in which he said “the Santee-Cooper project 
is in excellent shape and great progress in its 
construction is being made.” The governor, 
who is chairman of the advisory board, added 
the following: 

“Every day it is becoming more apparent 
to the authorities in Washington that the elec- 
tricity shortage in this country is increasing, 


and we are particularly anxious to complete 
construction of the Santee-Cooper as soon as 
possible. The fact should not be overlooked 
that this project has great value as an element 
in the national defense, and is so recognized in 
Washington. Santee-Cooper is essential to the 
national defense.” 

The first power may be generated by the 
Santee-Cooper hydro project in the fall of 
1941, it was revealed by W. L. Daniel, vice 
chairman of the South Carolina Public Serv- 
ice Authority, the state agency which is build- 
ing the project with Federal funds. 


Tennessee 


Tax Increase Expected 


[' will require the addition of at least an 
extra mill to the present Nashville tax levy 
to restore revenue lost to the sinking fund, 
school fund, and, other funds by a failure to 
prorate tax equivalents collected by the city 
from Nashville Electric Service, City Auditor 
C. P. Moore informed Mayor Thomas L. 
i ga and the Board of Public Works re- 
cently. 


Before the Nashville Power Board took 
over operation of TEPCO properties, TEPCO 
paid the city last December $319,000 in taxes. 
Of this amount, only 30 per cent, or $95,700 
was prorated to the general fund for ordinary 
expenses of the city. 

Under the TVA requirements, taxes are 
now paid by NES as “tax equivalents” in the 
amount of $251,936 annually. All of this 
amount is paid into the general fund, since it 
is not considered a tax and is not prorated. 


Washington 


power intertie, Public Utilities Commissioner 
R. D. O’Neil declared, recently that Tacoma 
would purchase excess electrical energy from 
Seattle instead of from the Bonneville Admin- 
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To Get Seattle Power 


TT the first step toward tripling the 
capacity of the Tacoma-Seattle municipal 
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istration. Utilities Commissioner O’Neil said: 

“Tacoma will save around $70,000 in the 
next two years on power purchases from 
Seattle’s system rather than from Bonneville. 
Seattle power is available at 2 mills and Bon- 
neville energy costs 24 mills per kilowatt hour. 
Seattle power also is cheaper than that which 
we can produce at our own steam plant.” 

O’Neil introduced an ordinance to the city 
council that would appropriate $170,000 for 
Tacoma’s half of the triple-capacity line. 

Bonneville Power Administration executives 
subsequently declared that Tacoma’s decision 
to obtain more power from the Seattle system 
in no way affected the Bonneville-Tacoma in- 
tertie contract or plans for extension of the 
Bonneville line to Puget Sound. Dr. William 
A. Dittmer, Bonneville’s chief of system plan- 
ning and marketing, said the Tacoma-Bonne- 
ville intertie “provides for exchange of power, 
not sale.” He acknowledged, however, that 
Tacoma had been a prospective customer, in- 
asmuch as it has a power shortage from its 
own system. 


PUD Makes Purchase Offer 


RUSTEES of the Consumers Non-Profit 

Public Power Corporation of Seattle last 
month authorized, a cash offer of $83,000,000 
for the entire property and business of the 
Puget Sound Power & Light Company. The 
corporation was formed by public utility dis- 
trict commissioners to seek acquisition of the 
Puget Sound concern through negotiation 
and purchase. Another group of commission- 
ers seeks to acquire Puget Sound through con- 
demnation proceedings in Federal court. 

The corporation directed Guy C. Myers, of 
New York, its fiscal agent and negotiator, to 
make the cash offer to the company. 

Frank McLaughlin, president of the private 
firm, answered the announcement with the 
statement that such an offer would have no 


merit. “It is not worthy of consideration.” 


FPC Seeks Information 


—-> Bone (D.), of Washington, said re- 
cently that the Federal Power Commission 
was investigating charges that four Washing- 
ton state electric power companies were sup- 
porting the state’s initiative No. 139 designed to 
require an election, with 50 per cent of the 
registered voters participating, before public 
utility districts could issue bon 

The Senator said the FPC had demanded 
information from the Puget Sound Power & 
Light Company, the Washington Water Power 
Company, the Pacific Power & Light Com- 
pany, and the Northwestern Electric Company 
as to their activities in connection with the 
initiative measure. 


More Power Used 


EATTLE City Light customers used 35,000,000 
S more kilowatt hours of electrical energy 
in the year ending last May 31st than they did 
during the preceding year, City Light Superin- 
tendent E. R. Hoffman announced last month. 

The announcement, based on figures pre- 
pared by Arthur O. Oisen, department account- 
ant, showed a total use of more than 387,000,- 
000 kilowatt hours. 

Greater increases were forecast because of 
many additional electrical appliances going in- 
to use, Hoffman said. Reductions in rates have 
encouraged so many additional uses that other 
reductions are possible in the next year, Hoff- 
man said. 

There were 101,743 meters on City Light 
lines during the fiscal year, an increase of 
2,785; revenues totaled $6,136,902.71, an in- 
crease of $129,075.58; and direct taxes totaled 
$345,530.82, an increase of $7,794.89. Mer- 
chandise sales totaled $545,516.68, an increase 
of $39,419.57 





Among the State Commissions 


ire eg V. WitiiaMs has been appointed 
to the Nevada Public Service Commission 
for a 4-year term, beginning July 15th. He 
succeeded Commissioner Hoyt R. Martin, 
whose term expired. 


O. A. Wiesley, Republican member of the 
Utah Public Service Commission, last month 
announced his candidacy for the Republican 
nomination for governor. In announcing his 
candidacy, Mr. Wiesley said he would present 
and discuss his policies during the course of 
the campaign. He was appointed to the state 
public service commission in 1937 and took 
office on April 1st of that year. 


The nomination of Riley E. Elgen for a 
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new 3-year term ending June 30, 1943, on the 
District of Columbia Public Utilities Commis- 
sion was confirmed on July 9th. He was first 
appointed in 1932, 


In the recent Democratic primary in Okla- 
homa, Commissioner A. S. J. Shaw lost the 
nomination for membership on the state cor- 
poration commission to William J. Armstrong, 
chief conservation officer of the commission. 


Commissioner Paul T. Smith won the 
Democratic nomination to succeed himself on 
the Montana Board of Railroad Commission- 
ers in the recent primaries. On the Republican 
ticket, Leonard C. Young, a former member 
of the commission, was nominated. 
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The Latest 
Utility Rulings 


Telephone Company Fails to Satisfy 
Commission As to Revenue Needs 


IGHER rates for intrastate telephone 
H service were disapproved by the 
Washington Department of Public Serv- 
ice upon a finding that the increases 
would result in net revenues producing 
a return of 8.6 per.cent upon the esti- 
mated average book cost of plant and 
equipment, less the depreciation reserve, 
plus working capital. Existing rates, it 
was found, would produce a return of 
more than 5 per cent. 

Failure of the company to sustain the 
burden of proof to the satisfaction of the 
department accounted for the elimina- 
tion of several items from operating ex- 
pense accounts and the rate base. Prices 
used in a reproduction cost estimate were 
said to be unconvincing. Costs were 
based by the company upon prices of the 
affiliated Western Electric Company. 

Accrued depreciation estimates based 
upon observed conditions were called un- 
acceptable. The department said: 

The factors which cause depreciation not 
only include wear and tear, the action of the 
elements and similar causes of deterioration, 
but also such functional causes as inade- 
quacy, obsolescence, and requirements of 
public authorities. The company witnesses 
gave little consideration to anything but 
purely physical causes of depreciation. In 
fact, their studies indicated the amount of 
deferred maintenance rather than the sum 
of the depreciation. 


The department discussed at length 
the question of apportioning revenues, 
expenses, and values between intrastate 
telephone service and the other depart- 
ments of business carried on by the com- 
pany. The board-to-board basis of rate 
making was rejected. It was pointed out 
that many subscribers do not use toll 
service at all, yet if the board-to-board 
basis were to be adopted, some amount 
must be added to each subscriber’s ex- 


change bill to cover the cost of connect- 
ing subscribers to the toll boards. The 
department continued: 


The board-to-board basis of rate making, 
therefore, discriminates against the small 
and occasional users of toll service in favor 
of large users. It also discriminates in favor 
of pay-station users because the same charge 
is made for a toll call whether it is origi- 
nated at a public pay station or at a sub- 
scriber telephone. 


The department deemed it necessary to 
give full consideration to the savings 
that would and could accrue during the 
next few years by converting the present 
manually operated central stations to 
dial operation. The department believed 
that the company might justly be criti- 
cized for continuing “the uneconomical 
method of operation of partial dial and 
partial manual in any exchange for a 
period of as long as twenty years.” 

The entire item of expense claimed for 
payments to the American Telephone 
and Telegraph Company under the 
license contract was disallowed on the 
ground that there had been a complete 
failure of the type of proof required by 
the statute in respect to the cost of serv- 
ices under the contract properly refer- 
able to the state of Washington. A 
Washington statute places the burden of 
proving the reasonableness of payments 
to an affiliate upon the utility. The stat- 
ute provides that no proof shall be satis- 
factory unless it includes the original or 
verified copies of the relevant cost 
records and other relevant accounts of 
the affiliated interests, or such abstract 
thereof or summary taken therefrom as 
the department may deem adequate. This 
statute, said the commission, establishes 
in the state, and even broadens, the rule 
heretofore recognized in principle by the 
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United State Supreme Court in the case 
of Smith wv. Illinois Bell Teleph. Co. 


(1930) 282 US 122, 75 L ed 255, 


PURI931A 1, 51 S Ct 65. 

The question was raised as to whether 
expenditures incurred under the com- 
pany’s pension plan for its employees 
were justified. The propriety of includ- 
ing in operating expenses amounts de- 
signed to provide for payment of pen- 
sions to Bell system employees in excess 
of those payable under the Social Se- 
curity Act was said to be seriously ques- 


tioned. The matter was not finally dis- 
posed of pending further examination of 
the entire pension problem and pending 
action by the Federal Communications 
Commission. The commission allowed a 
normal accrual rate of 2.39 per cent and 
disallowed charges to cover an unfunded 
liability based upon services of em- 
ployees rendered prior to the adoption 
of the pension plan. Washington De- 
partment of Public Service v. Paci 
Telephone & Telegraph Co. (Nos. F. H. 
7160, 7163, 7251, 7229, 7213). 


& 


Telephone Service May Be Denied to 
Publisher of ‘“‘Scratch Sheet’”’ 


COMPLAINT against the refusal of a 

telephone company to furnish serv- 
ice was denied by the Pennsylvania com- 
mission upon a showing that the service 
would aid and abet illegal betting on 
horse races. The applicant for service 
proposed to use the telephone facilities 
of the company in conducting the busi- 
ness of publishing and distributing 
“scratch sheets,” publications devoted to 
the selection of certain horses as best 
bets in races to be run during the day. 

A long line of cases, said the commis- 
sion, establishes the rule that a public 
utility is entitled to refuse to render 
service or supply its facilities to anyone 
engaged in an unlawful or illegal enter- 
prise. The duty of a public service 
corporation, the commission continued, is 
not absolute. The complainant’s right to 
telephone service is not an inherent right, 
but his right is dependent upon the fact 
whether or not the use he desires to make 
of the service is consistent with the laws 
of the commonwealth. 

The record left little doubt, said the 
commission, that the publication and dis- 
tribution of scratch sheets is definitely 
identified with bookmaking as outlawed 
by the Penal Code of the commonwealth. 
That scratch sheets are used by book- 
makers in connection with the register- 
ing and recording of bets on horse races 
was said to be clearly established. 

Thus, the telephone facilities of the 
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company when furnished to the com- 
plainant would aid, abet, and provide the 
means whereby bookmakers and gamb- 
lers might be furnished information use- 
ful before making bets and necessary be- 
fore paying off winners. It had been 
shown that the applicant for service not 
only obtained information from race 
tracks but furnished information over 
the telephone to users of his “scratch 
sheet.”” The commission continued : 


There is no question that if the telephone 
facilities are furnished, by the respondent to 
the complainant, they will be used, or may 
be used by bookmakers in the furtherance 
of an illegal purpose. To get an intelligent 
idea as to whether or not the two telephones 
which complainant proposes to install at 311 
Ludlow building, Philadelphia, and addi- 
tional telephones as the business develops, 
may be used in the furtherance of an illegal 
purpose, one must not isolate the parts that 
make up the whole of the operation. The 
race track, the horse races, the publication 
and distribution of a “scratch sheet,” the 
telephone used for obtaining information be- 
fore making bets and before paying off win- 
ners, the bookie that buys the “scratch 
sheet” and uses it in carrying on his gamb- 
ling business, and the betting that results 
from the publication and, distribution and 
telephone information received from the 
complainant, must be looked at collectively 
as a plan and scheme as a whole, aiding, 
and abetting the furtherance of gambling on 
horse races in this commonwealth. 


No importance was attached to the fact 
that such information might be pub- 
lished in newspapers of general circula- 
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tion, nor was the commission impressed 
with the fact that others engaged in the 
same business were presently receiving 
service from the telephone company. The 
commission said that if such others were 
using the service in conducting a busi- 
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ness in furtherance of an illegal purpose, 
the company was not only authorized but 
was obligated to discontinue that service. 
Plotnick v. The Bell Telephone Co. of 
Pennsylvania (Complaint Docket No. 
13346). 


e 


Note Issue to Obtain Funds to Retire 
Stock Approved by SEC 


substitute debt money for equity 
money cannot be entertained without 
misgivings, much less approved, says the 
Securities and Exchange Commission. 
Occasionally, however, there are clear- 
ly distinguishing circumstances. Such 
circumstances were found to exist in 
connection with a declaration by the 
Ogden Corporation relating to the issu- 
ance of a note to secure funds for re- 
tiring preferred stock. 

The Ogden Corporation had been 
created as the result of a plan of reor- 
ganization of Utilities Power & Light 
Corporation. It exists primarily to dis- 
pose of its utility assets and to utilize the 
proceeds from such sales to retire its 
securities which were given in exchange 
for the securities of its predecessor. 
Thus, said the commission, the liquida- 
tion program is in fact something that is 
not wholly dissimilar from a plan under 
§11(e) of the Holding Company Act. 
The commission continued with the fol- 
lowing statement : 


After retirement of the preferred stock, 
the capitalization of the declarant will con- 
sist of common stock and the proposed debt. 
The protection afforded by denying the ap- 
plication necessary would be for the benefit 
of the common stock of which 76 per cent 
is held by Atlas Corporation. It may be 
assumed that a stockholder with such sub- 
stantial holdings will not create a situation 


(,.. speaking, a proposal to 


in any way detrimental to the remaining 24 
per cent, since quite obviously that domi- 
nant stockholder would suffer the greater 
loss. Furthermore, after considering the 
strong cash position, coupled with the prob- 
able augmentation of such cash from the 
sales of assets; the strong asset coverage; 
the return of money to the preferred stock- 
holders, which is in harmony with the gen- 
eral plan of putting money into the hands 
of Ogden security holders as quickly as 
possible ; the savings that will accrue to the 
common stock; we see no reason to make 
adverse findings under §7(d). 


Commissioner Eicher, in a dissenting 
opinion, said that in its essentials the 
proposed action amounted to nothing 
more than incurring debt in order to re- 
tire preferred stock. The only justifica- 
tion offered, he said, was that there 
would be a saving to the common stock- 
holders because the loan would have a 
lower interest rate than the present pre- 
ferred dividend rates; but if the com- 
pany’s expectations regarding liquida- 
tions of property were reasonable, he 
continued, the anticipated savings were 
diminished to the inconsequential. Aside 
from these considerations, however, he 
did not believe that the proposed loan 
qualified under the Holding Company 
Act, and he believed that the circum- 
stances required adverse findings. Re 
Ogden Corp. (File. No. 70-59, Release 
No. 2153). 


e 
Telephone Company Rules Held Discriminatory 


A providing that customer tele- 
phone service as distinguished from 
public and semipublic telephone service 
be furnished only for use by the cus- 
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tomer, his family, employees, or business 
associates, or persons residing in his 
household, except as the use of the serv- 
ice may be extended to joint users, and 
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providing that the company may refuse 
to install or permit such service to remain 
on the premises of a public or semipublic 
character where the telephone is accessi- 
ble to the patrons of the customer, was 
held to create an arbitrary and discrimi- 
natory classification. This was decided 
by the supreme court of Arkansas in 
affirming a judgment for the complain- 
ant in a suit against a telephone company 
to recover penalties for discrimination. 
The telephone company cited a case to 
uphold its contention that it could make 
rules and regulations with respect to 
service, and the court answered: 

We accept the announcements made in 
that case which are to the effect that the 
telephone company has the right to make 
all reasonable rules and regulations for the 
operation and control of its business and 
those who deal with it must comply with 
such reasonable rules and regulations, but 
this announcement may not be taken as an 
unlimited authority on the part of the tele- 


7 


phone company to announce a rule, the ef. 
fect of which would result in reducing, im- 
pairing, or rendering an inferior service 
with the same appliances and facilities used 
in rendering the standard, or regular sery- 
ice, and thereby defeat the effect of regu- 
latory statutes. The public has the right to 
demand and receive the best available sery- 
ice and no public utility has the right to 
choose, arbitrarily, to render an inferior 
service, or a substandard service merely to 
inconvenience those from whom they are un- 
able to exact potential fees or charges that 
might otherwise be collected. 


The court also said that a telephone 
company cannot disclaim liability for 
penalties for discriminating against a 
customer, by exacting higher rates than 
those required of similar customers, on 
the grounds that it may not be able to 
change all telephones immediately, but 
that reasonable time must be given to do 
so in the ordinary course of business. 
Southwestern Bell Telephone Co. v. Lee 
et al. 140 SW (2d) 132. 


Commission Jurisdiction over Damages Caused by 
Smoke from Utility’s Chimneys 


HE Pennsylvania commission held 

that it had no jurisdiction over a 
complaint alleging that a power company 
maintained and operated a part of its 
facilities used in generating electric 
energy in such a manner as to affect 
detrimentally the health and property of 
persons located adjacent thereto. 

First of all it was explained that the 
commission is vested with supervisory 
and regulatory powers over the furnish- 
ing of safe and adequate utility service 
to the public at reasonable rates. The 
commission, in dismissing the complaint 
for want of jurisdiction, made the fol- 
lowing statement : 

It is not alleged in the complaint, nor is 
there testimony of record that the electric 
service rendered by respondent is inadequate 
or unsafe to its employees, patrons, or the 
public. The sole basis of the complaint is 
that respondent maintains and operates a 
part of its facilities used in generating elec- 
tric energy in such a manner as to affect 
detrimentally the health and property of 
persons located adjacent thereto. It is under 


the clause—‘“necessary or proper for the 
safety, accommodation, and convenience of 
the public” as used in §§ 401 and 413, of the 
Public Utility Law, that complainants predi- 
cate the authority of the commission to take 
jurisdiction. That clause cannot be so con- 
strued. Taken with its context, it means 
that the suitable facilities, safety appliances, 
or other devices used, by a public utility to 
perform its public duties, shall be safe for 
the security and convenience of its em- 
ployees as well as for the safety and con- 
venience of its patrons and, the public. It 
must operate its business with reasonably 
safe facilities and appliances. Its duty in 
that regard is to the public who use or de- 
sire to use its service and facilities, or the 
service and facilities of some other public 
utility, and who may be affected by the oper- 
ation of the public utility. West Penn R. 
Co, v. Public Utility Commission (1939) 
135 Pa Super Ct 89, 29 PUR(NS) 22,4A 
(2d) 545. < 
The complainants are asking the commis- 
sion to take jurisdiction over matters which 
relate to a duty not of a public character. 


Stump et al. v. Pennsylvania Power & 
Light Co. (Complaint Docket No. 
11294). 
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Rules Relating to Application of Electric 
Rate Schedules 


N application by an electric company 
A for authority to amend certain 
rules and regulations and electric service 
rate schedules was granted by the Mich- 
igan commission in order to obviate ob- 
jectionable features of the existing pro- 
visions. One of the rules applying to 
combined residence and commercial 
service was amended to provide that 
where one building is used and occupied 
by a customer as a commercial establish- 
ment and also as a residence, the wiring 
must be separated and the business 
metered separately and billed under the 
appropriate commercial rate, or, if sep- 
aration is not effected, the combined 
service shall be billed under the appro- 
priate commercial rate. Formerly the 
rule had provided that, in the absence of 
separate wiring, the company should 
have the right to determine the rate to 


be applied to the combined service. 

The commission approved the adop- 
tion of a proposed rule providing that 
rates are to be classified as to use of serv- 
ice. The use of any device or apparatus 
to alter the form of energy supplied by 
the company would not entitle the cus- 
tomer to any rate other than that apply- 
ing to the ultimate use of the energy 
supplied. 

A modification of the active load com- 
mercial lighting rate schedule was ap- 
proved to prevent discriminatory con- 
ditions that arise in certain circumstances 
through the exclusion from the active 
load of certain appliances. The new rule 
provides that the minimum active load 
under the schedule shall not be less than 
50 per cent of the total connected load 
or less than 1,000 watts. Re Consumers 
Power Co. (D-2916-40.2). 


€ 


FPC Disclaims Jurisdiction over Gathering 
And Production of Natural Gas 


HE Federal Power Commission dis- 
missed “for want of jurisdiction” 

all proceedings respecting the sale of 
natural gas by the Columbian Fuel 
Corporation to the Warfield Natural Gas 
Company, in Kentucky, and concluded 
that “it was not the intention of Con- 
gress to subject to regulation under the 
Natural Gas Act all persons whose only 
sales of natural gas in interstate com- 
merce, as in this case, are made as an inci- 
dent to and immediately upon completion 
of such person’s production and gather- 
ing of such natural gas and who are not 
otherwise subject to the jurisdiction of 
the commission.” It was further stated: 
_ Further experience with the administra- 
tion of the Natural Gas Act may reveal that 
the initial sales of large quantities of nat- 
ural gas which eventually flows in interstate 
commerce are by producing or gathering 
companies which, through affiliation, field 
agreement, or dominant position in a field, 
are able to maintain an unreasonable price 
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despite the appearance of competition. Un- 
der such circumstances the commission will 
decide whether it can assume jurisdiction 
over arbitrary field prices under the pres- 
ent act or should report the facts to Con- 
gress with recommendations for such 
broadening of the act and provision of ad- 
ditional machinery as may appear neces- 
sary to close this gap in effective regula- 
tion of the natural gas industry. 


Discussing the question of jurisdiction, 
a majority of the commission in an 
opinion signed by Chairman Leland Olds, 
and Commissioners Claude L. Draper, 
Basil Manly, and Clyde L. Seavey, said: 


The important question before the com- 
mission in this case is whether the Natural 
Gas Act confers on the Federal Power Com- 
mission jurisdiction over a company engaged 
solely in the production and gathering of 
natural gas when such company is also en- 
gaged in the sale of such gas in interstate 
commerce. In attempting to reach a reason- 
able answer the commission has examined 
the language of the act as a whole, without 
other evidences of congressional intent, the 
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Commissioner John W. Scott dis. 
sented. ReColumbian Fuel Corp. (Docket 
No. G-143, Opinion No. 48). 


e 


report of the congressional committees rec- 
ommending the legislation, and the expres- 
sions of individual Congressmen in the 
course of the debate on the bill. 


Other Important Rulings 


MUNICIPALITY is bound by con- 
tracts relating to its business or 


proprietary interests, the supreme court. 


of Nebraska said, even though such con- 
tracts may continue long after the officers 
signing them have gone out of office. 
State ex rel. Consumers Public Power 
District v. Boettcher, 291 NW 709. 


The Securities and Exchange Com- 
mission granted an application by trus- 
tees registered as a holding company pur- 
suant to §5 of the Holding Company 
Act upon a showing that they had exe- 
cuted an instrument of termination of 
the trust, that they had surrendered the 
trustees’ stock for cancellation, and that 
the stock had been canceled. Re Griffith 
et al. (File No. 30-178, Release No. 
2043). 


The Wisconsin commission declared 


that municipal officials rather than the 
commission have the statutory discre- 
tion to adopt any source of obtaining 
electric energy they deem fit, in the 
absence of evidence showing that such 
source will impair the service or provide 
facilities unreasonably in excess of prob- 
able future requirements. Re City of 
Columbus (CA-1374). 


A public utility’s estimates of accrued 
depreciation based upon observation and 
inspection rather than upon age and life 
were held by the superior court of Penn- 
sylvania to be competent for rate case 
purposes. Peoples Natural Gas Co. v. 
Public Utility Commission. 


The Ohio Supreme Court affirmed a 
ruling of the appeals court in a suit 
brought by a taxpayer to block an ex- 


tension of the Columbus municipal light 
plant approved by the voters in 1933, 
The court held that an attempt to make 
the application of a statute retroactive 
was a violation of the state Constitution. 
The court also held that it would be an 
unconstitutional application of the law 
approved in 1937, under which the debt 
limitation established in previous enact- 
ments was increased, if the city of Co- 
lumbus should attempt to issue the bonds 
for the improvement. Kurtz v. City of 
Columbus. 


The circuit court of appeals has held 
that a power company cannot raise the 
question whether the Federal Power 
Commission’s order denying its applica- 
tion for a license to construct a trans- 
mission line as a part of a complete proj- 
ect deprived the applicant of its property 
without due process of law because the 
United States may acquire the line in 
question at the end of the license period 
by paying the applicant its net invest- 
ment and reasonable damage to its prop- 
erty, where the United States has not 
taken or threatened to take and cannot 
for about fifty years take the line in ques- 
tion. Montana Power Co. v. Federal 
Power Commission, 112 F(2d) 371. 


It was held by the superior court of 
Pennsylvania that a litigant cannot be 
permitted, by a motion or petition, to re- 
consider or hear and modify an appeal- 
able order from which no appeal was 
taken within the statutory period al- 
lowed by law, and thus to reopen the 
matter disposed of and nullify the limi- 
tation for appeal fixed by statute. 
Beaver Valley Water Co. v. Public 
Utility Commission. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Bell Telephone Company 


[T-252-40.17.] 


Service, § 134 — Discontinuance for cause — Objections by public authority — 
Criminal use of telephones. 

1. A rule authorizing discontinuance of telephone service, if objection 
to continuance is made by or on behalf of a governmental authority, may 
properly be changed to provide for such discontinuance upon written rep- 
resentation and request by designated law enforcement officers stating prob- 
able cause for belief that the service furnished at a designated location is 
being used in furtherance of the commission of a specified criminal of- 
fense, provided that such discontinuance is not restrained by a court of 
competent jurisdiction, p. 65. 


Service, § 133 — Discontinuance for cause — Improper use of facilities. 


2. A telephone company should be permitted to adopt a rule providing for 
immediate cancellation of telephone service with verbal notice if the use of 
the service or facilities by the customer, or the manner of such use, or his 
failure to contract for adequate facilities (though these require he de- 
fray an unusual expense), tends to affect injuriously the efficiency of the 
company’s general plant or services, p. 65. 


Service, § 133 — Discontinuance for cause — Improper use of telephone. 


3. A telephone company should be permitted to provide by rule for im- 
mediate cancellation of telephone service with verbal notice if a_ service 
or facility is used in a manner which substantially impairs the service of a 
particular customer, p. 65. 


[May 13, 1940.] 


| pues by telephone company for authority to amend gen- 
eral regulations governing cancellation of service for cause; 
regulations amended. 


¥ 


By the Commission: Petition in a private line service is made by or 


this matter was filed by Michigan 
Bell Telephone Company April 24, 
1940, in which it is represented : 

[1-3] 1. One of the causes for 
which the Michigan Bell Telephone 
Company is authorized to immediate- 
ly discontinue furnishing a service 
or facility or to terminate the con- 
tract without incurring any liability 
is “if objection to the continuance of 
(5) 


on behalf of a governmental author- 
ity.” (Private line service may be 
defined as the furnishing of the requi- 
site facilities including channels and 
station equipment to enable the cus- 
tomer and authorized users to com- 
municate between specified locations 
without a switching operation being 

involved. ) 
In its petition the Michigan Bell 
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ces 


Telephone Company states that “in 
response to demand upon your pe- 
titioner arising in the general public 
interest, and also for the protection 
of the service’’ it now desires to make 
certain modifications of the rules re- 
lating to cancellation for cause to per- 
mit the company, if not restrained 
by order of a court of competent ju- 
risdiction, to discontinue or terminate 
a service, with like effect as to both 
the company and the customer as 
though the latter had of his volition 
directed that the same be done, when- 
ever the judge of any court of record 
in Michigan, the attorney general of 
Michigan, the prosecuting attorney in 
and for any county of Michigan, the 
United States attorney in and for any 
Federal judicial district in Michigan, 
or the corporation counsel or city at- 
torney for any municipality in Mich- 
igan, in those cases where an offense 
against a municipal ordinance is in- 
volved, shall represent in writing to 
the telephone company that he has 
probable cause to believe that the serv- 
ice furnished at a designated location 
is being used in furtherance of the 
commission of a specified criminal of- 
fense and in such writing shall request 
that such service be discontinued or 
terminated. 

Written notice of intention to dis- 
continue or terminate such service, to 
which shall be attached a copy of the 
written representation above referred 
to, shall be given the customer by 
posting a registered letter in the Unit- 
ed States mails, addressed to the cus- 
tomer, or his agent, at the location 
to which bills for the service are sent, 
at least seventy-two hours prior to 
such discontinuance or termination. 

2. Another cause for which the 
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telephone company is authorized 
forthwith discontinue furnishing , 
service or facility or terminate th 
contract without incurring any liabjl. 
ity is “if the use of the service or 
facility by the customer tends to affect 
injuriously the efficiency of the tele. 
phone company’s general plant or 
services.” 

It appears that petitioner desires to 
amend and amplify rules for discon- 
tinuance of service or facilities to per- 
mit discontinuance, if the use of the 
service or facilities by the customer, 
or the manner of such use, or his fail- 
ure to contract for adequate facilities 
(though these require he defray an 
unusual expense), tends to affect in- 
juriously the efficiency of the tele- 
phone company’s general plant or 
services or if a service or facility is 
used in a manner which substantially 
impairs the service of a particular cus- 
tomer. 

3. In all other respects, except for 
minor textual revisions, the regula- 
tions are to remain the same as at 
present. 

Wherefore, the Commission hav- 
ing duly considered all the matters 
contained in or relating to the peti- 
tion now before it, finds and holds 
that redefinition of Michigan Bell 
Telephone Company’s rights and re- 
sponsibilities with respect to cancella- 
tion for cause would be of benefit in 
the administration of the petitioner's 
business and in the public interest, 
and that the prayer of the petitioner, 
except in certain respects, should be 
granted. 

Now, therefore, it is ordered, that 
Michigan Bell Telephone Company be 
and is authorized to amend and revise 
its general regulations relating to the 
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RE MICHIGAN BELL TELEPHONE CO. 


establishment and furnishing of serv- 
ice and facilities, with respect to can- 
cellation for cause, to the extent here- 
inafter set forth: 

1. For cause as provided herein 
and without incurring any liability, 
the telephone company either tem- 
porarily discontinues the furnishing of 
a service or facility to a customer or 
terminates the contract. 

a. Cancellation after Written No- 
tice 

Under the following conditions, 
said discontinuance or termination by 
the telephone company may be made 
five days after furnishing a written 
notice by depositing in the mails a let- 
ter addressed to the customer or his 
agent at the address to which the bills 
for telephone service are sent: 

(1) In the event of nonpayment 
of any sum due the telephone com- 
pany. 

(2) Upon failure to make suitable 
deposit as required by this tariff. 

(3) Upon the use of any service or 
facility for the purpose of performing 
any service in competition with the 
service which the telephone company 
does now or may hereafter furnish. 

(4) Upon a violation not other- 
wise provided for of any of the reg- 
ulations governing the furnishing of a 
service or facility. 

b. Immediate 
Verbal Notice 

Under the following conditions, 
said discontinuance or termination by 
the telephone company will be made 
immediately, verbal notice being given 
the customer or his agent in person 
or by telephone if he can be reached; 
a confirming written notice will be 
mailed to the customer or his agent 
at the address to which bills are sent: 


Cancellation with 


(1) In the event of the use of pro- 
fane or indecent language over the 
facilities. 

(2) In the event of abandonment 
of the station or facilities. 

(3) If the use of the service or 
facilities by the customer, or the man- 
ner of such use, or his failure to con- 
tract for adequate facilities (though 
these require he defray an unusual 
expense), tends to affect injuriously 
the effciency of the telephone com- 
pany’s general plant or service. 

(4) If a service or facility is used 
in a manner which substantially im- 
pairs the service of a particular cus- 
tomer. 

c. Whenever the judge of any court 
of record in Michigan, having juris- 
diction over criminal offenses, includ- 
ing any such judge acting under act 
196 of the Public Acts of 1917, as 
amended, the attorney general of 
Michigan or the United States Attor- 
ney in and for any Federal judicial 
district in Michigan, shall represent 
in writing to the telephone company 
that he has probable cause to believe 
that the service furnished at a desig- 
nated location is being used in fur- 
therance of the commission of a speci- 
fied criminal offense and in such writ- 
ing shall request that such service be 
discontinued or terminated, the com- 
pany, tf not restrained by order of a 
court of competent jurisdiction, will 
so discontinue or terminate such serv- 
ice, with like effect as to both the 
company and the customer as though 
the latter had of his own volition di- 
rected that the same be done. Written 
notice of intention to discontinue or 
terminate such service, to which shall 
be attached a copy of the written rep- 
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resentation above referred to, shall be 
given by posting a registered letter in 
the United States mails, addressed to 
the customer, or his agent, at the loca- 
tion to which bills for the service are 
sent, at least seventy-two hours prior 
to such discontinuance or termination. 

2. Where service is so terminated 
on the initiative of the telephone com- 
pany, the regulations covering termi- 
nation charges apply as in the case of 
termination of service at the cus- 
tomer’s request. 

3. In the event of improper use of 
party-line service by a customer—in- 
cluding interference with an equitable 
proportionate use of the service by 
other customers on the same line—the 


telephone company may require that 
the customer contract for a higher 
grade of service if service is to be con- 
tinued. 

4. Where it is determined the char- 
acter of use of a service is not in ac. 
cordance with the class of service con- 
tracted for, the telephone company 
may require the customer to contract 
for the proper class of service if sery- 
ice is to be continued. 

Note: Italics indicate new rules 
herein approved. 

It is further ordered, that jurisdic- 
tion herein is retained and the right is 
reserved to issue such other and fur- 
ther orders in the matter as in the fu- 
ture may be necessary. 





MICHIGAN PUBLIC SERVICE COMMISSION 


Re Michigan Bell ‘Telephone Company 


[T-252-40.5.] 


Discrimination, § 32 — Between localities — Telephone rates. 

1. The existence, at one telephone exchange, of rates for rural business cus- 
tomers and for rural residence customers 3 miles beyond the base rate 
area lower than rural rates prevailing in the company’s other exchanges of 
like size constitutes discrimination, p. 69. 

Discrimination, § 32 — Between localities —Telephone rates — Extension stations. 
2. The existence of telephone rates for extension stations, lower in the 
case of business service and higher in the case of residence service than 
the level of those rates prevailing generally in the telephone company’s 
territory, constitutes discrimination, p. 69. 

Discrimination, § 32 — Between localities — Telephone rates — Extension bells. 
3. The existence of telephone rates for extension bells of the ordinary 
type at one exchange higher than the rates generally applicable in the tele- 
phone company’s territory constitutes discrimination, p. 69. 

Discrimination, § 32 — Between localities — Telephone rates — Line mileage 

charges. 
4. The existence of telephone rates at one exchange without provision for 
exchange line mileage charges otherwise applicable to customers with urban 
classes of service outside the base rate area constitutes discrimination, Pp. 
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that ag Discrimination, § 48 — Rates — Concessions to lodges. 


igher 5. The furnishing of exchange telephone service to lodges at a lower rate 
‘on. than the regular charge for comparable service furnished to other customers 
is discriminatory, p. 69. 


Discrimination, § 84 — Rates — Concessions to churches. 


6. The furnishing of exchange telephone service to churches at a lower 
rate than the regular charge for comparable service furnished to other cus- 
tomers is discriminatory, p. 69. 


char- 
N ac- 
con- 
pany 
tract 
sery- 


Discrimination, § 165 — Telephone rates — Free interexchange service — Locality 
preferences. 
7. Continuance of free interexchange telephone service between two ex- 
changes over a rural line, after provision of other adequate facilities for toll 
message service between the exchanges, results in a preferential method 
of handling messages as compared to the method of handling messages 
between other exchanges, p. 70. 


rules 


sdic- 

ht is HF Rates, § 532 — Telephone exchanges — Readjustment. 

fur- 8. A revision of telephone rates and charges for local exchange service in 

e fu- a community where a general reconstruction program appears to have re- 
sulted in insufficient revenues should not be undertaken pending the con- 
clusion of an examination of the general local exchange rates situation and 
all exchanges of the company, as it does not appear proper to adjust such 
rates without concurrently giving consideration to the rates being charged 
at similar exchanges elsewhere and the relationship of those rates with the 
rates for larger and for smaller exchanges with similar services nearby, p. 


70. 
[May 27, 1940.] 


| gehen by telephone company for authority to revise rates at 

one exchange and to discontinue free interexchange service ; 

rates revised to eliminate discrimination, subject to condition as 
to completion of reconstruction program. 


¥ 


tioner, the 
holds: 
[1-6] 1. Existing rates at Bright- 
on exchange for rural business cus- 
tomers and for approximately 40 per 
cent of the rural residence customers 
(those rural residence customers lo- 
cated more than 3 miles from the 


By the Commission: Petition was Commission finds and 
fled January 2, 1940, by Michigan 
Bell Telephone Company praying that 
it be authorized to put into force and 
effect at its Brighton exchange re- 
vised rates, rentals, and charges for 
local exchange telephone service and 
to discontinue no charge “toll” serv- 


ice between its Brighton and Pinckney 
exchanges. After being duly noticed 
the matter was brought on and heard 
Friday, January 5, 1940. From the 
testimony and evidence had at the 
hearing and from the petition and 
records and files relating to the peti- 


base rate area) are lower than the 
rural rates prevailing in the petition- 
er’s other exchanges of like size. Ex- 
isting rates for extension stations are 
lower in the case of business service 
and higher in the case of residence 
service than the level of those rates 
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prevailing generally in the petitioner’s 
territory. Existing Brighton rates 
for extension bells of the ordinary 
type are higher than the rates gener- 
ally applicable in the petitioner’s ter- 
ritory. Existing rates do not provide 
for exchange line mileage charges oth- 
erwise applicable to customers with 
urban classes of service outside the 
base rate area. Brighton exchange 
rates at present provide for service 
furnished to lodges and churches at a 
lower rate than the regular charge for 
comparable services furnished to other 
Brighton customers. 

All the foregoing rates and charges 
and practices to be preferential and 
discriminatory and not according to 
modern practices and should be dis- 
continued. 

[7] 2. Petitioner’s predecessor 
owner of Brighton and Pinckney ex- 
changes, the Livingston County Tele- 
phone Company, through a rural line, 
provided a single direct telephone cir- 
cuit between those exchanges, a circuit 
distance of approximately 10 miles. 
This circuit was used to furnish un- 
limited interexchange of traffic be- 
tween these exchanges on a no-charge 
basis subject, however, to the use of 
the circuit by the rural customers. 
Since the purchase by petitioner in 
1930 of the Livingston County Tele- 
phone Company, the petitioner, pur- 
suant to the terms of the order approv- 
ing the purchase, has continued the 
free and unlimited use of the circuit 
between the exchanges by its Pinckney 
and Brighton customers, and to pro- 
vide more adequate service to the 
rural customers attached to this cir- 
cuit, constructed new rural lines to 
which said customers were trans- 
ferred. However, for a number of 
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years before and since the purchase 
the petitioner has provided other ade. 
quate facilities for toll message sery. 
ice between Brighton and Pinckney— 
at rates and charges based on air-line 
distance, as prescribed by this Com. 
mission for intrastate services. As q 
result of continuing the aforesaid free 
telephone circuit practically no mes- 
sages between the exchanges are 
placed over these regular toll cir- 
cuits. 

The toll charges for messages be- 
tween either Brighton or Pinckney 
and all other exchanges in Michigan, 
save between Pinckney and Gregory 
and between Pinckney and Fowler- 
ville, are at the rates prescribed by the 
Commission. It is the position of the 
petitioner that an unreasonably dis- 
criminatory condition exists as a re- 
sult of the preferential method of 
handling messages between Brighton 
and Pinckney as compared to the 
method of handling messages between 
the other approximately 62,500 pairs 
of Michigan exchanges with the ex- 
ceptions above cited and a few oth- 
ers known to exist, which position ap- 
pears to be well taken and amply sup- 
ported in law. 

[8] 3. The existing rates and 
charges for local exchange service at 
Brighton are the rates established in 
1919 for the petitioner’s predecessor 
in the territory, Livingston County 
Telephone Company, which rates and 
charges were based on the magneto 
type of service furnished the number 
of telephones served, and the Living- 
ston County Telephone Company’s in- 
vestment at Brighton in 1919. 

Through growth, obsolescence, and 
natural wear and decay it has become 
necessary to replace the magneto type 


70 
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switchboard with a dial automatic of- 
fce and rebuild much of the outside 
plant, erect a new building, furnish 
new instruments, and carry out a gen- 
eral reconstruction. The company 
claims the net investment will be about 
$133,885 at the conclusion of the 
program. Petitioner has offered 
proofs which indicate that at the pres- 
ent local exchange rates it will not 
receive sufficient revenue to meet the 
out-of-pocket cost of providing serv- 
ice and afford a sum adequate to pro- 
vide for current depreciation and a 
reasonable return on the foregoing 
claimed investment. 

This situation does not, however, 
appear unique for it is apparent that 
at many of the petitioner’s small ex- 
changes throughout the state parallel 
conditions exist. It is also apparent 


that at a number of exchanges the 


rates are at higher levels than appears 
justified by the circumstances. That 
there should be a general reclassifica- 
tion of the exchanges for the purpose 
of applying uniform rates to ex- 
changes of similar characteristics has 
long been recognized by the Commis- 
sion, and toward this end studies have 
been conducted for a considerable 
period. 

Pending the conclusion of the ex- 
amination of the general local ex- 
change rate situation at all Michigan 
Bell Telephone Company’s exchanges 
it does not appear proper at the present 
time to adjust Brighton local rates 
without concurrently giving consider- 
ation to the rates being charged at 
similar exchanges elsewhere and the 
relationship of those rates with the 
rates for larger and for smaller ex- 
changes with similar services nearby. 
The Commission will, therefore, defer 


action on this phase of the petition 
pending the conclusion of the studies 
above referred to. 


Wherefore, in view of all the fore- 
going, it appears that the rates and 
charges for extension bells, services 
to lodges and churches, services to 
rural business customers and rural 
customers more than 3 miles from the 
base rate area, and services to urban 
customers outside the base rate area 
are furnished at unreasonably pref- 
erential rates and charges, and further 
that the continued furnishing of no- 
charge message service between 
Brighton and Pinckney exchanges is 
unreasonably discriminatory and pref- 
erential, against the interests of other 
customers of Michigan Bell Telephone 
Company and, therefore, should be 
discontinued ; however, the discontinu- 
ance should be conditioned upon the 
completion of the reconstruction pro- 
gram now in progress. 

Now, therefore, it is ordered: 1. 
Michigan Bell Telephone Company be 
and it is authorized to make effective 
at its Brighton exchange upon the first 
regular billing date following the cut- 
over of the new dial equipment, rates, 
rentals, tolls, charges, rules and regu- 
lations contained in its Tariff M. P. S. 
C. Nos. 2, 3, 4, 6, 7, 8, 9, 10, and 16, 
now on file and generally applicable 
throughout its territory for general 
and miscellaneous services and equip- 
ment, including rural and exchange 
line mileage charges, rural services, 
teletypewriter services, private line 
services, and all other rates, charges 
and regulations for services not or- 
dinarily shown on local exchange 
schedules; and to charge and collect 
standard rates for extension tele- 
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phones, that is, $1 for business exten- 
sions and $.50 for residence exten- 
sions. 


2. Michigan Bell Telephone Com- 
pany be and it is authorized upon the 
installation of dial equipment and the 
establishment of a community dial 
office at Brighton to forthwith discon- 
tinue “no charge” message service 
over the circuit between Brighton and 
Pinckney, and the standard schedule 
of rates for intrastate message toll 
telephone service shall be applied to 


3. Michigan Bell Telephone Com. 
pany to discontinue at Brighton ex. 
change the practice of providing sery. 
ices to lodges, churches, etc., at rates 
differing from the standard filed rate 
for the class of service provided. 

4. Michigan Bell Telephone Com. 
pany is directed to prepare and submit 
for filing tariff sheets revised in con- 
formity with this order. 

It is further ordered that jurisdic. 
tion in these matters is retained and 
the right is reserved to issue such oth- 
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SECURITIES AND EXCHANGE COMMISSION 


Re Subsidiary Service Corporation 


[File No. 37-38, Release No. 2096.] 


Intercorporate relations, § 19.9 — Holding company regulation — Subsidiary serv- 
ice company. 


The organization and conduct of a wholly owned subsidiary of a registered 
holding company were held not such as to meet the requirements of § 13(b) 
of the Holding Company Act, 15 USCA § 79m (b) relating to subsidiary 
service companies, where the subsidiary’s personnel had been transferred 
from their positions as employees of the holding company ; where the subsid- 
iary’s services consisted largely of gathering data for routine reports and data 
in connection with reorganization proceedings of the holding company, book- 
keeping, stenography, and similar services; where the subsidiary rendered 
to associate companies services consisting largely of bookkeeping, keeping of 
corporate records, making out income tax returns, negotiating sales of real 
estate, and similar services; where no economy appeared to result from the 
performance of service contracts by the former bookkeeping staff of the 
holding company as a separate corporation, with the attendant expenses; 
where the servicing of an associated company. (also a subsidiary of the 
holding company) by such an organization did not appear necessary ; and 
where serious question was raised as to whether the services rendered were 
for the benefit of the associate companies, they being primarily of benefit to 
the holding company itself in its apparent policy of liquidating these com- 
panies. 
[June 5, 1940.] 
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| 8 jpeconensigen by subsidiary of registered holding company 

pursuant to Rule U-13-22 under § 13 of the Holding 

Company Act, 15 USCA § 79m with respect to organization 

and conduct of business as a subsidiary service company; 

declaration disapproved. By later order, final order deferred 
to September 3, 1940. 


APPEARANCES: Walter Freedman 
of the Public Utilities Division of the 
Commission ; M. B. Kennedy for Sub- 
sidiary Service Corporation. 


By the Commission: Subsidiary 
Service Corporation (hereinafter 
sometimes termed ‘“‘declarant”), a 
wholly owned subsidiary of Hugh M. 
Morris, trustee of the estate of Mid- 
land United Company, a registered 
holding company (hereinafter some- 
times termed “United”), has filed a 
declaration pursuant to Rule U-13- 
22 promulgated under § 13 of the 
Public Utility Holding Company Act 
of 1935 with respect to its organiza- 
tion and conduct of busines as a sub- 
sidiary service company. 

After appropriate notice, a public 
hearing, pursuant to the provisions of 
Rule U-13-22(d),? was duly held. 
The Commission, having examined the 
record, makes the following findings: 


Declarant 


Declarant was incorporated under 
the laws of the state of Indiana in 
1924 under the name of Public Service 
Investment Company for the stated 
purpose of carrying on and conducting 
a general engineering and construction 
business. In the same year, its Ar- 
ticles of Incorporation were amended 


to change its name to Midland Utilities 
Company. On December 10, 1938, its 
Articles of Incorporation were further 
amended to change its name to Sub- 
sidiary Service Corporation. 


Declarant’s Organization and 
Conduct of Business 


The record does not disclose what 
the earlier activities of declarant were. 
However, it does appear that in 1930 
declarant purchased from the manu- 
facturers four electric locomotives at 
a cost of $241,115.40. Declarant was 
put in funds for the purchase by the 
sale of its demand notes to United. 
It was testified that the original pur- 
chase was made to assist an associate 
company, an interurban railroad, in 
the financing of needed equipment and 
that it was intended to finance the pur- 
chase of these locomotives by the as- 
sociate company through the issuance 
of equipment trust notes. However, 
declining business conditions preclud- 
ed the issuance of the certificates, and 
declarant leased the locomotives to the 
associated company at the annual rent- 
al of $14,460. This amount was just 
sufficient to meet interest payments on 
declarant’s notes to United and to 
cover miscellaneous expenses. 

On December 1, 1938, declarant, it 
appears from the record, was engaged 





1Rule U-13-22 (d) provides: “Within a 
reasonable time after the filing of a declaration 
with respect to the organization and conduct 
of business of a subsidiary service company, 
the Commission shall, after notice and op- 


portunity for hearing, enter an order finding 
that the company’s organization and conduct 
of business meet the requirements of § 13(b) 
of the act, or refusing so to find, or otherwise 
disposing of the declaration.” 
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in the business of owning the four 
locomotives and leasing them out as 
described above. After December 1, 
1938, declarant began to render ac- 
counting, secretarial, and clerical serv- 
ices at cost to United and some thir- 
teen associate companies. This addi- 
tional activity is the subject matter of 
the declaration herein. 

The circumstances surrounding the 
new activities of declarant are as fol- 
lows: In April 1938, United caused 
its entire personnel consisting of six 
persons to be transferred to the pay- 
roll of Midland Subsidiary Corp.” and 
on December 1, 1938, it again caused 
four of these former employees to be 
transferred to the payroll of declarant. 
Of these four persons, three became 
officers of declarant and the fourth 
became one of its two permanent em- 
ployees. These persons formerly ren- 
dered accounting, secretarial, and cler- 
ical services to United as employees. 
As employees of United they also ren- 
dered similar services to Indiana In- 
dustrial Land Company, Midland Co- 
Operative Investment Company, and 
M. U. Securities Corporation, all sub- 
sidiaries of United, for which services 
United made no charge. 

After December 1, 1938, as officers 
and employees of declarant these per- 
sons rendered similar services to Unit- 
ed, the three associate companies men- 
tioned, and also ten other associate 
companies. Of these ten other associ- 
ate companies, apparently all except 
one had been formerly provided with 
accounting, secretarial, and clerical 
service without charge by United or by 


Public Service Company of Indiana 
a subsidiary of United. The one ex. 
ception noted was that of Indiana Hy. 
dro-Electric Power Company, a sub. 
sidiary of United, which had receive; 
certain accounting and other service 
from Northern Indiana Public Servic 
Company, a subsidiary of Clarence A, 
Southerland and Jay Samuel Hartt 
trustees of the estate of Midland Util- 
ties Company, at a monthly charge of 
$100. 

Of the thirteen associate companies 
to which declarant renders services, all 
except Indiana Hydro-Electric Power 
Company are nonutility companies 
within the meaning of the act and all 
except Indiana Hydro-Electrie Power 
Company are in various stages of 
liquidation. Declarant’s interest in 
Indiana Hydro-Electric Power Com- 
pany itself is being held subject to fu- 
ture disposition.’ It appears from the 
record that United has roughly formv- 
lated a plan for the merger or consoli- 
dation of its main operating companies 
into one company and for the liquida- 
tion or other disposition of the thirteen 
associate companies which declarant 
serves. 

Except for occasional stenographic 
or mimeographic services, which are 
mostly in the nature of accommoda- 
tion, declarant renders no services to 
companies other than United and the 
aforementioned thirteen associate 
client companies. 

The services rendered to United 
consist largely of gathering of data 
for routine reports and data in con- 
nection with the reorganization pro- 





2 Midland Subsidiary Corporation was then 
an approved subsidiary service company. 

8 The properties of Indiana Hydro-Electric 
Power Company are leased to and operated 
by Northern Indiana Public Service Company 
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a subsidiary of Clarence A. Southerland and 
Jay Samuel Hartt, trustees of the estate of 
Midland Utilities Company, a registered hold- 
ing company. 
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RE SUBSIDIARY SERVICE CORPORATION 


ceedings of United, bookkeeping, 


stenography, and other similar serv- 


ices. 

The nature of the services rendered 
to the thirteen associate companies 
may be gleaned from the following ac- 
count of these companies and their ac- 
tivities: Seven (two of which have 
sold practically all their real estate) 
hold legal title to real estate which is 
being sold piecemeal to liquidate these 
companies ; two are trusts which, while 
not yet formally terminated, are to all 
intents and purposes liquidated; two 
are investment companies, one of 
which is, as a practical matter, liqui- 
dated; one is a former utility com- 
pany which has sold all its utility as- 
sets and is awaiting liquidation; and 
one, Indiana Hydro-Electric Power 
Company, as it has been pointed out, 
is awaiting other disposition. None 
of these companies have payrolls of 
their own and the services rendered to 
these companies consist largely of 
bookkeeping, keeping of corporate rec- 
ords, making out income tax returns, 
negotiating sales of real estate, and 
other similar services. 

The time of declarant’s officers is 
devoted largely to United. Thus, it 
was testified that 50 to 60 per cent of 
the president’s time,* 85 to 95 per cent 
of the vice president’s time, and 80 
to 90 per cent of the secretary’s time 
was devoted to United. A temporary 
employee devotes all his time to Unit- 
ed. It was testified that of the other 
two regular employees and the other 
temporary employee, most of their 
time was devoted to United. 





_*Of the 40 to 50 per cent of the president’s 
time devoted to the associate companies, it 
was testified that the greater part was spent in 
negotiating sales of the associate companies’ 
Teal estate. 


75 


During the period from December 
1, 1938, and July 31, 1939, out of a 
total billing of $16,529.38, $11,788.- 
54 (or 71.32 per cent) was billed di- 
rectly to United and $2,657.63 (or 
16.08 per cent) to companies formerly 
serviced free by United or its sub- 
sidiary, Public Service Company of 
Indiana. In other words, 87.40 per 
cent of the total billing was billed to 
United and the companies formerly 
serviced free by United or its subsid- 
lary. 

Of the thirteen associate companies, 
it appears that at least seven of them 
have no gross revenues or other in- 
come and that when services are ren- 
dered to these companies by declarant 
United pays the bill. 


Compliance with the Act 


Section 13(b) of the act, 15 USCA 
§ 78m (b) provides: 

“After April 1, 1936, it shall be un- 
lawful for any subsidiary company of 
any registered holding company or for 
any mutual service company, by use of 
the mails, or any means or instru- 
mentality of interstate commerce, or 
otherwise, to enter into or take any 
step in the performance of any service, 
sales, or construction contract by 
which such company undertakes to 
perform services or construction work 
for, or sell goods to, any associate 
company thereof except in accordance 
with such terms and conditions and 
subject to such limitations and pro- 
hibitions as the Commission by rules 
and regulations or order shall pre- 
scribe as necessary or appropriate in 
the public interest or for the protection 
of investors or consumers and to in- 
sure that such contracts are performed 
economically and efficiently for the 
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benefit of such associate companies at 
cost, fairly and equitably allocated 
among such companies.” 

It is apparent from the record that 
the activities of declarant are mainly 
those of the former “bookkeeping de- 
partment” of United and that its pres- 
ent organization is solely for the pur- 
pose of having these activities con- 
ducted by declarant rather than by 
United. Except for the rendering of 
services to United and the thirteen as- 
sociate companies, declarant now has 
no other business. We fail to see the 
economy resulting from the perform- 
ance of service contracts by United’s 
former bookkeeping staff as a separate 
corporation with the attendant ex- 
penses in light of the circumstances of 
this case. 

It was testified that some of the 
thirteen associate companies are ei- 
ther not wholly owned by United or 
the securities of these companies which 
are owned by United are pledged, and 
it was argued that partly® for that 
reason the organization and conduct of 
business by declarant are necessary in 
order that the cost of the services ren- 
dered may properly be apportioned 
among the various companies rather 
than borne by United itself. How- 
ever, as pointed out above, except for 
Indiana Hydro-Electric Power Com- 


pany, all the associate companies are 
nonutility companies. Section 13(a)! 
of the act, 15 USCA § 79m (a) does 
not forbid a holding company to sery. 
ice its nonutility subsidiaries of the 
kind involved herein at a charge 
There is, therefore, no merit to the 
argument that the separate organiza. 
tion and conduct of business by declar- 
ant are necessary. As to the servic. 
ing of Indiana Hydro-Electric Power 
Company, it does not appear to us that 
a company with the organization of 
declarant is necessary to render such 
servicing. The servicing of Indiana 
Hydro-Electric Power Company, if 
any servicing is necessary, can best he 
worked out as a separate matter. 


Again the peculiar facts of this case 
raise a serious question as to whether 
the services rendered are for the bene- 
fit of the associate companies. The 
record indicates that the services 
might well be primarily of benefit to 
United itself in its apparent policy of 
liquidating these companies. 


For the foregoing reasons we find 
that the organization and conduct of 
declarant are not such as to meet the 
requirements of § 13(b), supra. 


In order that declarant may have an 
opportunity to adjust its business to 
the situation, we shall, if requested by 
declarant, defer the issuance of a final 





5 The record discloses that on March 1, 1939, 
declarant sold the four locomotives it formerly 
leased to the associate company to that com- 
pany under conditional sales contracts dated 
April 27, 1939. 

6It was testified that one of the principal 
considerations which led United to transfer its 
former employees first to Midland Subsidiary 
Corporation and finally to declarant was the 
fact that the assessor of Cook county, Illinois, 
in which county these employees render serv- 
ices to United, has taken the position or is 
likely to take the position that if the em- 
ployees are directly employed by United, Unit- 
ed will be subject to a personal property tax 
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imposed on all its personal property wherever 
located on the theory that the head office of 
United is located wherever these employees 
render services. 

7 Section 13(a) provides: 

“After April 1, 1936, it shall be unlawful for 
any registered holding company, by use of 
the mails or any means or instrumentality of 
interstate commerce, or otherwise, to enter 
into or take any step in the performance of any 
service, sales, or construction contract by 
which such company undertakes to perform 
services or construction work for, or sell goods 
to, any associate company thereof which is a 
public utility or mutual service company.’ 
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order for a period of thirty days, dur- sary, and we shall treat the declaration 
ing which time declarant may make herein as pending before us until such 
such adjustments as it deems neces- final order is entered. 
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Re Standard Power & Light Corporation 


[File No. 70-85, Release No. 2140.] 


Intercorporate relations, § 18.1 — Affiliated interests — Stock acquisition — Effect 
on holding company status. 


1. The fact that a company owning stock of a registered holding company 
would be removed from the class of companies which are prima facie hold- 
ing companies, required under the Holding Company Act to register, is 
not material in a proceeding to obtain approval of the acquisition of such 
stock by the registered company, p. 78. 


Intercorporate relations, § 18.1 — Affiliated interests — Stock acquisition. 


2. Acquisition by a registered holding company of shares of common stock 
from a company which by possessing such stock would be prima facie a 
holding company, required under the Holding Company Act to register, 
was not found to violate the standards of § 12(c) of the Holding Company 
Act, 15 USCA § 79] (c), where for the purpose of acquiring the shares 
the registered holding company would execute a contract pursuant to the 
terms of which the other company would be entitled to receive liquidating 
dividends upon distribution of the assets of the registered holding company 
to the same extent that it would have shared in assets if the shares had not 
been surrendered, or, in the alternative, where the acquisition would be 
for retirement without payment of any consideration if the proposed contract 
should not be executed, p. 78. 

Corporations, § 18 — Voting power — Equitable distribution — Effect of stock 

transfer. 

3. No alteration of rights of security holders detrimental to the public 
interest or the interest of investors or consumers was found to result from 
the acquisition by a registered holding company of shares of its stock from 
another company, which by holding the stock would be prima facie a holding 
company required under the Holding Company Act to register, where the 
alteration of the other company’s rights were at its request and the voting 
power of the holders of the remaining shares of the same series-after can- 
cellation of the stock would be increased, p. 78. 


[June 27, 1940.] 


y . pancaciives by registered holding company for approval of 
acquisition of shares of common stock from another com- 
pany for retirement; application approved subject to conditions. 
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APPEARANCES: David K. Kadane 
of the Public Utilities Division of the 
Commission; Seibert & Riggs, by R. 
E. T. Riggs, for Standard Power and 
Light Corporation; Raymond Polk 
for H. M. Byllesby and Company. 


By the CommissIon : 

[1-3] Standard Power and Light 
Corporation, a_ registered holding 
company, filed an application with this 
Commission on June 13, 1940, pur- 
suant to Rule U-12C-1 (b) for our 
approval of the acquisition by it of 
330,000 shares of its common stock, 
Series B, from H. M. Byllesby and 
Company, for retirement. For the 


purpose of acquiring these shares, 
Standard Power would execute a 
contract with Byllesby pursuant to the 
terms of which Byllesby would be en- 
titled to receive, upon any distribution 


of the assets of Standard Power, the 
proportionate share of the assets of 
the corporation to which the holder of 
the 330,000 shares would have been 
entitled had they not been surren- 
dered. 

In the event that the proposed con- 
tract should not be executed, Standard 
Power seeks approval of the acquisi- 
tion for retirement of the 330,000 
shares of stock, without the payment 
of any consideration. 

Standard Power has outstanding 
1,320,000 shares of common stock, 
entitled to elect the smallest number 
of directors constituting a majority of 
the board of Standard Power; and 


440,000 shares of common stock, 
Series B (of which Byllesby owns 
330,000 shares, or 75 per cent) en. 
titled to elect the balance of the dj. 
rectors of Standard Power. Shares 
of stock of both series have identical 
rights as to dividends, and in liqui- 
dation. 

Byllesby has agreed to pay all taxes 
on the transaction, as well as the ex- 
penses to be incurred by Standard 
Power up to $2,500, in calling a stock- 
holders’ meeting to consider approval 
of the contract. The record indicates 
that the expenses probably will not 
exceed this figure. 

The application represents an at- 
tempt by Byllesby to avoid the neces- 
sity of registering as a holding com- 
pany. Owning more than 10 per cent 
of the voting securities of Standard 
Power, Byllesby is prima facie a 
holding company; applications by 
Byllesby and its parent, The Byllesby 
Corporation, for orders declaring 
them not to be holding companies, and 
in the alternative for exemptions un- 
der the act, have been denied.? 

The circumstance that this transac- 
tion, if consummated, will result in 
the removal of Byllesby from the class 
of companies which are prima facie 
holding companies, required under the 
act to register, is of course not ma- 
terial. We are not at this time faced 
with the question of the status of 
Byllesby under § 2 (a) (7) (B), 15 
USCA § 79b (7) (B).3 


On its merits, we do not find that 





1 Applicant has construed the contract as 
personal and nonassignable by Byllesby, and 
considers that under its terms Byllesby would 
not be entitled to participate in distributions 
of dividends except liquidating dividends. 

2 Holding Company Act Releases Nos. 1882 
ke PUR(NS) 130] 1968, 2013, 2034, and 
2059. 


34 PUR(NS) 


3In this connection, it should be mentioned 
that the Commission has instituted proceedings 
against Blair & Co., Inc., Schroder, Rockefel- 
ler & Co., Incorporated, Emanuel & Co., A. C. 
Allyn and Company, Incorporated, W. C. 
Langley & Co., and Granbery, Marache & 
Lord, pursuant to § 2(a) (7) (B), supra, to 
determine whether they or any one or more 
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RE STANDARD POWER & LIGHT CORPORATION 


the proposed acquisition by Standard 
Power violates the standards of § 12 
(c), 15 USCA § 791 (c), and con- 
sequently an appropriate order will 
be entered. Considering the transac- 
tion as an alteration of the rights of 
the holders of securities of Standard 
Power,’ it does not appear that such 
alteration “will result in an unfair or 
inequitable distribution of voting 
power,” as the voting power of the 
holders of the 110,000 shares of 
Series B common stock remaining 
after the cancellation of Byllesby’s 
stock would be increased, and the al- 
teration of Byilesby’s rights are at its 
request. We do not find that the 
alteration is detrimental to the public 
interest or the interest of investors or 
consumers. 

The applicant has consented to our 
reservation of jurisdiction over the ac- 
counting entries to be made if the 
transaction should be consummated. 

By the Commission, Commissioner 
Healy and Commissioner Henderson 
being absent and not participating 
herein. 


ORDER 


An application having been filed by 
Standard Power and Light Corpora- 
tion pursuant to Rule U-12C-1, pro- 
mulgated pursuant to § 12 (c) of the 


Public Utility Holding Company Act 
of 1935, supra, for our approval of its 
acquisition for retirement of 330,000 
shares of its common stock, Series B, 
from H. M. Byllesby and Company in 
accordance with the terms of a con- 
tract incorporated in said application, 
or, in the alternative, for our approval 
of said acquisition without the execu- 
tion of said contract ; the Commission 
having considered said application al- 
so as a declaration pursuant to § 6 
(a) (2) of the Public Utility Holding 
Company Act of 1935, supra. 

Public hearings having been held 
thereon after appropriate notice; the 
record having been duly examined; 
and the Commission having made and 
filed its findings herein; 

It is ordered that said application be 
and it hereby is approved; and 

It is further ordered that said ap- 
plication, as a declaration, be and it 
hereby is permitted to become effec- 
tive; 

Provided, and this order is entered 
upon the following express condition : 
That the Commission reserves juris- 
diction to pass upon the accounting 
entries to be made by Standard Power 
and Light Corporation in connection 
with the proposed acquisition and re- 
tirement of the above shares. 





of them should be declared a holding com- 
pany in respect of Standard Power (Holding 
Company Act Release No. 2103). 

4 And considering the application as filed, as 
a declaration in regard to such alteration pur- 


suant to § 6(a) (2), 15 USCA § 79f (a) (2). 


5 This is, of course, not a finding that the 
voting power of the holders of Standard Pow- 
er securities is equitably distributed, or would 
be so after the proposed transaction. In Re 
Southern Colorado Power Co. (1938) 3 SEC 
849, 852. 
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UTAH PUBLIC SERVICE COMMISSION 


Re Pleasant Green Water Company 


[Case No. 2373.] 


Rates, § 152 — Basis for increase — Future probabilities. 
Additional operating cost and the purchase of new equipment which might 
result from the installation of a proposed sewer project, lying in the realm 
of probability, cannot at the present time be made the basis of a water rate 


increase. 


[May 16, 1940.] 


oe for authority to increase water rates; denied, 


APPEARANCES: George A. Critch- 
low, Attorney, for applicant; Newell 
W. Pickett, Chief Sanitarian, for 
State Board of Health; Burt Mix, for 
people of Magna. 


By the Commission: On April 24, 
1940, the above-named applicant, the 
Pleasant Green Water Company, filed 
with the Commission a schedule show- 
ing a proposed increase in the rates 
to be charged its customers in the ter- 
ritory served by the company, which 
is Magna and its environs. 

After due and proper notice by mail 
and publication to the patrons of said 
company, the Commission conducted 
a hearing on the matter at 7 P. M. in 
the evening of Monday, May 6, 1940, 
at the Cyprus school house in Magna. 

The application for increased rates 
was based upon the proposition that 
a sewer project may be installed in 
Magna within the near future. This 
would lead to the installation of mod- 


ern plumbing conveniences in many 
homes and the additional use of wa- 
ter, which would in turn bring about 
increased operating costs to the ap- 
plicant. It was also contended that 
the company would have to invest in 
additional equipment. The additional 
operating costs and the purchase of 
new equipment still lie in the realm of 
probability to the extent that this Com- 
mission could not at the present time 
base a finding thereon. Under the law 
this Commission cannot permit any in- 
crease in the rates charged by any pub- 
lic utility unless a showing is made that 
such increases are justified. 

From the testimony presented at 
the hearing, there is no evidence upon 
which the Commission could conclude 
that the proposed rate increase is jus- 
tified. 

It is therefore ordered, that the ap- 
plication of the Pleasant Green Water 
Company to increase its rates is here- 


by denied. 
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UNITED STATES SUPREME COURT 


United States of America 


Vv. 


City and County of San Francisco 


[No. 587.] 
(— US —, 84 L ed —, 60 S Ct 749.) 


Municipal plants, § 30 — Disposition of power — Federal grant — Resale of 
electricity. 

1. The Federal grant to a municipality of lands and a right of way in the 
public domain for use in building and maintaining a means of establishing 
a system for generation, sale, and distribution of electric energy and pro- 
hibiting the city from ever selling or letting to a private corporation the 
right to sell or sublet the energy sold or given to it by the city, was in- 
tended to prohibit the city from transferring to a private utility the right to 
sell the power and not merely to forbid sale of power as a commodity for 
resale, p. 83. 


Municipal plants, § 30 — Federal grant — Violation of terms of grant — Power 
sales. 
2. A municipality which does not itself distribute and sell electric energy 
directly to the consumers and which has not provided competition with pri- 
vate power companies, but has transferred the right to sell and distribute 
the power to a private company, thereby violates the terms of a grant of a 
right of way in the public domain, for use in building and maintaining 
a power system, which prohibits the city from ever selling or letting to a 
private company the right to sell or sublet the energy developed, p. 83. 


Constitutional law, § 8 — Powers of Congress and of courts — Public land. 


3. Congress has unlimited power over public land, and the courts cannot 
say how those powers shall be exercised, p. 88 


Constitutional law, § 26 — Powers of Congress — Public land — Monopoly. 
4. Congress may constitutionally limit the disposition of the public domain 
to a manner consistent with its views of public policy, and the policy to 
govern disposal of rights to develop hydroelectric power in such public 
lands may be one designed to avoid monopoly, p. 88. 


Constitutional law, § 26 — Powers of Congress — Public land. 
5. The statutory requirement that power developed in the public domain 
be publicly distributed does not represent an exercise of a general control 
over public policy in a state, but only an exercise of the complete power 
which Congress has over particular public property entrusted to it, p. 
88. 

Injunction, § 22 — Contract rights — Policy of Congress. 
6. An injunction to prohibit continued use of property granted by the 
United States, in violation of the declared policy of Congress, and to en- 
force the grantee’s covenants, is appropriate, p. 89. 
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Statutes, § 13 — Interpretation — Administrative ruling. 


7. An administrative ruling cannot be used to thwart the plain Purpose of 


a valid law, p. 89. 


Waiver and estoppel — Illegal action —Federal powers. 


8. The United States is not estopped by acts of its officers or agents in 
entering into an arrangement or agreement to do or cause to be done what 


the law does not sanction or permit, p. 89. 


(McReEynotps, J., dissents.) 
[April 22, 1940.] 
Pyaar to the United States Circuit Court of Appeals to 
review judgment for defendant in suit to enjoin municipal- 


ity from selling electric energy to private companies for resale; 
reversed. For lower court decision, see 106 F(2d) 569, re- 


versing 23 


APPEARANCES: Assistant Attor- 
ney General Littell of Washington, 
D. C., argued the cause for petitioner ; 
Garret W. McEnerney and John J. 
O’Toole, both of San Francisco, Cal- 
ifornia, argued the cause for respond- 
ent. 


Mr. Justice BLack delivered the 
opinion of the court: By the Raker 
Act of December 19, 1913,! Congress 
granted the City and County of San 
Francisco,’ subject to express condi- 
tions, certain lands and rights of way 
in the public domain in Yosemite and 
Stanislaus National parks. The act 
in terms declared that this, known as 
the “Hetch-Hetchy” grant, was in- 
tended for use by the City both in 
constructing and maintaining a means 
of supplying water for the domestic 
purposes of the City and other public 
bodies, and in establishing a system 
“for generation and sale and distribu- 
tion of electric energy.” 

Upon application of the Secretary 


F Supp 40 


¥ 


of the Interior, the United States 
brought this suit* in equity charging 
the city with disposing of power 
through the Pacific Gas & Electric 
Company, a private utility, in viola- 
tion of § 6 of the granting act. Sec- 
tion 6 provides “That the grantee [the 
city] is prohibited from ever selling 
or letting to any corporation or in- 
dividual, except a municipality or a 
municipal water district or irrigation 
district, the right to sell or sublet the 
water or the electric energy sold or 
given to it or him by the said grantee: 
Provided, that the rights hereby grant- 
ed shall not be sold, assigned, or trans- 
ferred to any private person, corpora- 
tion, or association, and in case of any 
attempt to so sell, assign, transfer, or 
convey, this grant shall revert to the 
government of the United States.” 
The district court concluded that 
the City was violating § 6 by the sale 
and distribution of Hetch-Hetchy 
power through the Pacific Gas & Elec- 
tric Company, a private utility. Ac- 





1 Chap. 4, 38 Stat. at L. 242. 

2The City and County of San Francisco 
is a municipal corporation of California and 
will be referred to here as the City. 


34 PUR(NS) 





82 


3 Section 9(u) of the act contains the fol- 
lowing: “Provided, however, that the gran- 
tee shall at all times comply with and ob- 
serve on its part all the conditions specified in 
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cordingly, the City was required by 
injunction alternatively to discontinue 
such disposal of the power or cease 
further use of the lands and rights 
granted it under the act for genera- 
tion and transmission of electric ener- 
gy. The circuit court of appeals re- 
versed,® finding that the private util- 
ity was merely acting as the City’s 
agent in the sale and distribution of 
Hetch-Hetchy power and holding that 
§ 6 does not prohibit such sale and 
distribution of that power by a private 
utility. 

Here, as in the courts below, the 
City has defended the sale and dis- 
tribution by Pacific Gas & Electric 
Company of power originating at 
Hetch-Hetchy upon the grounds that 
such disposition does not violate the 
prohibitions of § 6; that imposition 
of these prohibitions was not within 
the constitutional authority of Con- 
gress; and that if § 6 is valid and 
has been violated, the United States 
is not entitled to injunctive relief in 
equity. 

[1, 2] First. Prohibitions of § 6 
In the City’s view, § 6 does not pre- 
clude private utilities from all par- 
ticipation in the ultimate sale and dis- 
tribution of Hetch-Hetchy power. 
The City insists that the section, so 
construed, does no more than prohibit 
the City from selling Hetch-Hetchy 
power to a private utility for resale 
to consumers and therefore permits 
consignment of the power to the com- 


pany, as agent of the City, for sale 
and distribution. On the contrary, the 
government’s position rests upon the 
claim that Pacific Gas & Electric Com- 
pany is not in reality selling and dis- 
tributing Hetch-Hetchy power as con- 
signee and agent but as purchaser for 
resale; that the grant to the City was 
made upon the mandatory condition 
that this power be sold solely and ex- 
clusively by the City directly to con- 
sumers and without private profit in 
order to bring it into direct competi- 
tion with adjacent privately owned 
utilities; and that § 6 not only with- 
holds the right of selling for resale 
but also prohibits the City “from ever 
selling or letting” to any private cor- 
poration “the right to sell or sublet 
the electric energy sold or 
given to it by the City.” The 
language of the act, its background 
and its history require the construc- 
tion given § 6 by the government. 
From its provisions,® it is apparent 
that the act conditions the grant upon 
and contemplates the development, 
sale and distribution of electrical pow- 
er by the city itself “for municipal and 
commercial use’ on a scale to be gradu- 
ally stepped up over a period of years. 
“The grantee shall develop 
and use hydroelectric power for the 
use of its people and shall sell 
or supply such power for irrigation, 
pumping, or other beneficial use.” The 
“right to sell or sublet the elec- 
tric energy” so generated by the city 





this act, and in the event that the same are 
not reasonably complied with and carried out 
by the grantee, upon written request of the 
Secretary of the Interior, it is made the duty 
of the Attorney General in the name of the 
United States to commence all necessary suits 
or proceedings in the proper court having ju- 
risdiction thereof, for the purpose of enforc- 
ing and carrying out the provisions of this 
act.” 38 Stat. at L. 250. 


423 F Supp 40, 53. The district court 
stated: “In order that the City may face 
its problem and comply with its obligations 
under § 6 of the Raker Act, the court will 
make its injunction issuable forthwith, but 
effective six months from the date of its is- 
sue.” 

5106 F(2d) 569. 

6 See § 9(m). 
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cannot, as a consequence of § 6, be dividual”] really is intended to cover M 
sold or let. And in case of any at- any person who might attempt to buy § Wat 
tempt to “sell, assign, transfer, or this electric power or right. I think M 
convey [the rights granted], this grant it would cover everybody outside of this 
shall revert to the government of the a corporation, the intention being to elect 
United States.” prevent anybody getting in and get. 20} 
From the statement of the Congress-_ ting a right and subletting it.® \ 
man responsible for the application of In its report on the bill, the House i} 
the prohibitions of § 6 specifically to Committee on Public Lands stated 9% cor 
electric energy,’ it is clear that as en- that the provision of § 6 “acquiesced ply 
acted § 6 was understood to prohibit in by the grantee, was designed to pre- ] 
the City from transferring to a private vent any monopoly or private corpora- st 
utility the right to sell Hetch-Hetchy tion from hereafter obtaining control 
power (the government’s contention) of the water supply of San Francis- 
and not merely to forbid sale of power co.” 
as a commodity for resale, as the city From the congressional debates on re 
would have us hold: the passage of the Raker Act can be ol 
Mr. Taylor of Colorado. We have ‘ead a common understanding both on of 
got to let the municipality sell to in- the part of sponsors of the bill and its th 
dividuals or consumers. opponents that the grant was to be so 
a, ee a eee conditioned as to require municipal th 
a ’ 4. performance of the function of supply- \ 
not the right to sell some one else the | ; ; 
ing Hetch-Hetchy water and electric I 
power. . ; 
power directly to the ultimate con- t 
; Mr. Taylor of Colorado. Suppos- sumers, and to prohibit sale or dis- 0 
ing that San Francisco sells a certain ution of deat power and water by ( 
block, you may say, of its power to any private corporation or individual.” \ 
( 


Alameda. Has not Alameda got the 
right to resell that to its inhabitants? 

Mr. Thomson of Illinois. Mr. 
chairman, in answering the question 
of the gentleman from Colorado, I 
would like to call his attention to the 
fact that the subject of sale as printed 
in this section is not the power or the 
water, but the right to sell the power 
or the water. 


Mr. Raker. That [the word “in- 


On the floor of the House, the fol- 
lowing took place between the bill’s 
author and other Representatives : 

Mr. Sumners. Does San Francisco 
own its own lighting plant now? 

Mr. Kahn. No; it does not. 

Mr. Raker. I understand it does 
not. 

Mr. Kahn. It does not own its 
own water supply. Its present water 
supply is furnished by a private com- 
pany. 





750 Cong. Rec. Pt. 4, p. 4906. Mr. Thom- 
son of Illinois was a member of the committee 
that considered and reported the bill. 

8Id., p. 3999. 
9H. R. No. 41, 63d Cong. Ist Sess. p. 11. 

10 Reference to congressional debates may 
be made to establish a common agreement 
upon the general purpose of an act. Standard 
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Oil Co. v. United States (1911) 221 US 1, 
50, 55 L ed 619, 641, 31 S Ct 502, 34 LRA 
(NS) 834, Ann Cas 1912D 734; Federal 
Trade Commission v. Raladam Co. (1931) 
283 US 643, 650, 75 L ed 1324, 1330, 51 S Ct 
587, 79 ALR 1191; Humphrey v. United 
States (1935) 295 US 602, 625, 79 L ed 
1611, 1617, 55 S Ct 869. 
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Mr. Raker. The Spring Valley 
Water System. 


Mr. Sumners. Is it the purpose of 


B this bill to have San Francisco supply 


dectric power and water to its own 
people ? 

Mr. Raker. Yes. 

Mr. Sumners. Or to supply these 
corporations, which will in turn sup- 
ply the people? 


Mr. Raker. Under this bill it is to 


supply its own inhabitants first. 
11 


These views were in accord with the 
recommendation of the then Secretary 
of the Interior, as set out in the Report 
of the Public Lands Committee of 
the House: 

“I think that it is very proper that 
the Federal government should use 
whatever power it has over the pub- 
lic lands, over the parks, and over 
the forests, to compel the fullest use 
of these waters, and indirectly to re- 
quire through its power to make con- 
ditions, the lowest possible rate for 


consumers,” 2” 


The theme—of an intent to require 
public utilization of Hetch-Hetchy 
power independently of private utili- 
ties—recurred at a later stage of the 
debate in the House: 

Mr. Gray. ‘ 

“As I understand the bill, it pro- 
vides for the furnishing of water, 
and also for power for commercial 


“ 


if these works here are 
to be constructed to serve the baseness 
of commercialism, it is the vilest of 
all vandalism. My suggestion here to 


you is to strike out of this bill all the 
commercial profit. Pa 

Mr. Kent [a member of the Cali- 
fornia delegation and a supporter of 
the measure]. Mr. Chairman, I 
should like to suggest to the gentleman 
from Indiana [Mr. Gray] that this bill 
is strictly drawn in the public interest, 
that there is no possibility of selfish 
gain, and that no corporation or in- 
dividual can obtain any benefit what- 
soever from this bill. It is for the 
benefit of the people of California.” 

In the Senate, Senator Thomas, a 
member of the committee reporting the 
bill, said: 

ag San Francisco needs elec- 
tric power, and California needs de- 
velopment in electric power just as 
much as she needs ownership in wa- 
ter, 

“ . . She is anxious to extend 
her spheres of municipal usefulness, 
but she is in the grip of a power 
monopoly as well as that of the Spring 
Valley Co. 

“. , This scheme appeals to 
me, Mr. President, so far as the power 
is concerned, because the city of San 
Francisco as a municipality will be 
the owner of it, the manufacturer, 
the distributor of it.” ™* 

And the words of Senator Norris, 
also a member of the reporting com- 
mittee and a leading sponsor of the 
bill, on the day of its final passage 
through the Senate, illuminate just 
what the Raker Act was intended to 
accomplish : 

“" . . I said that I was in favor 
of this bill to a great extent for the 
reason that it developed this power. 





1150 Cong. Rec. Pt. 4, p. 3905. 
18 House Reports, Vol. 1, Nos. 17-92, 63d 
Cong. Ist Sess. 1913, p. 25. 


1350 Cong. Rec. Pt. 4, p. 3991. See also 
69 Cong. Rec. Pt. 9, pp. 9239 et seq. 
1451 Cong. Rec. Pt. 1, pp. 126, 136. 
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This power will come into competi- 
tion with the various water-power 
companies of California, and there 
are lots of them there. 


“cc 


this proposition is to har- 
ness that power and to put it to pub- 
lic use not to give it to a private cor- 
poration. 

“Here is an instance where we are 
going to give it directly to the people, 
if we pass this bill. It is going to 


come into competition with power com- 
panies and corporations that have, or 
will have, if this bill is defeated, al- 
most a monopoly not only in San 
Francisco but throughout the greater 
portion of California. 

“cc 


“These make in all, as I have counted 
them, 18 corporations controlling 
the power in the vicinity of San Fran- 
cisco that are under the control of 
this one corporation. [Pacific Gas & 
Electric Company. ] 

ae When you sum them all 
up you will find that they own prac- 
tically all of the hydroelectric power 
of the state of California, and this 
bill, if passed, will bring into com- 
petition with them one of the great- 


SUPREME COURT 


est units for the development of pov. 
er that has ever been developed in the 
history of the world. It means com. 
petition. 
il Conservation does not 
mean dealing out these resources to 
private capital for gain. It is not 
necessary to accuse those corporations 
of doing any wrong; but here will 
be an instance where the cheapest 
power on earth will be developed and 
where it will be sold at cost.” ® 
Opponents of the bill themselves 
recognized that its regulatory con- 
ditions were designed to insure dis- 
tribution of power from  Hetch- 
Hetchy through a municipal system 
in San Francisco. Before final pas- 
sage in the Senate, opposition had 
practically narrowed down to the 
power provisions of the measure,® 
and these provisions contemplated a 
publicly owned and operated power 
system.” Immediately before the 
vote in the Senate, Senator McCun- 
ber, opposed to the power provisions 
of § 6, offered a sweeping amend- 
ment which would have omitted that 
section and all other provisions re- 
lating to the generation, sale, and dis- 





1651 Cong. Rec. Pt. 1, pp. 343, 344, 347. 
Senator Pittman, one of the bill’s sponsors 
and a member of the reporting committee, 
stated that the bill provided “absolutely that 
neither this water nor this power can ever 
fall into the hands of a monopoly.” 50 Cong. 
Rec:. Pt. 6,;.p. 5473. 

16 See, e. g., views of Senator Smoot, who 
opposed the measure: “, . I was op- 
posed to the regulations that were put in this 
bill, and that is what I was opposed to more 
than any other thing. I wanted the question 
of regulations taken out of the controversy 
and the bill reported to the Senate without 
those regulations in it. 


“Mr. President I do not think there ought 
to be any misunderstanding about this matter. 
The Senator himself I think, will admit that 
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the principal object of this bill is to provide 
for the creation of power. 

ee I will, moreover, say that it is my 
opinion that the reason San Francisco wants 
this particular dam site is for the power that 
she thinks can be devoloped cheaper than from 
any other source, and at the same time get 
a large supply of water. That is my personal 
opinion.” 51 Cong. Rec. Pt. 1, pp. 304, 314, 
360. 


17“The people who ride on street cars, the 
people who use. electric lights, the people 
who are now using gas, those who eventually 
will use coal for purposes of heat, and those 
who use water for washing purposes will all 
receive all the benefit there is in this legisla- 
tion without any rake-off by any corporation 
or monopoly.” Senator Norris, 51 Cong. Rec. 
Pt. 1, p. 347, 
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tribution of Hetch-Hetchy power.”® 
But his amendment was defeated.’® 
And despite this articulate opposi- 
tion to the policy embodied in its pow- 
er features, the act was passed. 

To limit the prohibitions of § 6 of 
the act narrowly to sales of power 
for resale without more, as the City 
asks, would permit evasion and frus- 
tration of the purpose of the law mak- 
ers. Congress clearly intended to re- 
quire—as a condition of its grant— 
sale and distribution of Hetch-Hetchy 
power exclusively by San Francisco 
and municipal agencies directly to con- 
sumers in the belief that consumers 
would thus be afforded power at 
cheap rates in competition with pri- 
vate power companies, particularly 
Pacific Gas & Electric Company. It 
is not the office of the courts to pass 
upon the justification for that belief 
or the efficacy of the measures chosen 
for putting it into effect. Selection of 
the emphatically expressed purpose em- 
bodied in this act was the appropriate 
business of the legislative body. 

The admitted facts shown by this 
record required the district court to 
fnd—as it did—that the City was 
violating § 6 in permitting sale and dis- 
tribution of Hetch-Hetchy power by 
the Pacific Gas & Electric Company. 
Now, as it has been doing since con- 
tracting with the City in 1925, the com- 
pany sells and distributes that power 
as follows: 

Power generated in the City’s plant 


is transmitted to the company at New- 
ark, about 35 miles from San Fran- 
cisco. There the power is delivered 
to the company’s substation and 
thereafter is under the company’s com- 
plete control. The company distributes 
and sells this power to its customers 
in San Francisco and_ elsewhere 
exactly as it handles other power 
which it generates, buys or owns. 
Consumers of the power are billed by 
and pay the company. The City 
buys Hetch-Hetchy power from the 
company exactly as do other con- 
sumers. The City receives monthly 
payments from the company on a 
fixed basis set out in the contract. 
The price received by the City has re- 
mained constant from 1925 to date 
although rates to the consumers have 
varied in the interim. In the event 
of the refusal, failure or inability of 
the company to take the available out- 
put of the City’s plant in accordance 
with the agreement, the amount of 
energy which the City could have 
delivered is the basis of making the 
monthly payment, and the company 
must pay for power delivered to it 
whether actually disposed of by resale 
or not. The rate paid by consumers 
for the Hetch-Hetchy power is not 
fixed by the City, as it could be under 
the Constitution of California,” but 
is fixed by the state Railroad Commis- 
sion just as the price of all other power 
sold by the Pacific Gas & Electric 
Company in California is fixed. 





18Senator Clark, of Montana, also opposed 
to the power provision of the bill, said with 
reference to Senator McCumber’s amendment : 
The Senator from North Dakota 

[Mr. McCumber] has prepared an amendment 
to the bill which accomplishes all the pur- 
poses which the proponents of the bill claim 
are desired, leaving out the objectional fea- 
tures, which have nothing whatever to do 
with the water supply of the city of San 


Francisco.” 51 Cong. Rec. Pt. 1, p. 184. 
19Td. pp. 383-385. 
20 Under Art. 12, § 23 of the California 

Constitution municipalities are exempt from 

rate regulation by the state Commission. See 

Pasadena v. Railroad Commission (1920) 183 

Cal 526, PUR1921A 228, 192 Pac. 25, 10 ALR 

1425; Water Users & Taxpayers Asso. v. 

Railroad Commission (1922) 188 Cal 437, 205 

Pac 682. 
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Thus, in brief, the City does not 
itself distribute and sell the power 
directly to consumers; it has not pro- 
vided competition with the private 
power company; and it has trans- 
ferred the right to sell and distribute 
the power to a private power company 
in violation of the express prohibition 
of § 6 of the act. 

Terminology of consignment of 
power, rather than of transfer by sale, 
and verbal description of the power 
company as the City’s agent or con- 
signee, are not sufficient to take the 
actions of the parties under the 
contract out of § 6. Congress, in ef- 
fect trustee of public lands for all 
the people, has by this act sought to 
protect and control the disposition of 
a section of the public domain. The 
City has in fact followed a course of 
conduct which Congress, by § 6, 
has forbidden. Mere words and in- 
genuity of contractual expression, 
whatever their effect between the par- 
ties, cannot by description make per- 
missible a course of conduct forbidden 
by law. When we look behind the 
word description of the arrangement 
between the City and the power com- 
pany to what was actually done, we 
see that the City has—contrary to the 
terms of § 6—abdicated its control 
over the sale and ultimate distribution 
of Hetch-Hetchy power. There re- 
main only the determinations whether 
the prohibitions of § 6 are constitu- 
tional and can be enforced in equity. 


SUPREME COURT 


Second. The prohibitions of § § 
are challenged by the City as an yp. 
constitutional invasion of the rights 
of the state of California on the 
ground that they attempt to regulate 
the manner in which electricity shall 
be disposed of in San Francisco. And 
the City therefore insists that these 
prohibitions must be considered only 
as covenants in a contract between the 
City and the United States. Upon 
this premise, the City has argued here, 
as it did in the court of appeals, that 
alleged equitable defenses render the 
covenants unenforceable. 

[8-5] When the Raker Bill was 
before Congress, the City filed with 
the Public Lands Committee of the 
House a brief and argument in sup- 
port of the bill. Citing authorities, 
including this court’s opinions, and 
legislative precedents, the City sub- 
mitted to Congress that as grantee 
it would be bound by and as grantor 
Congress was empowered to impose 
“the conditions set forth in the 
Hetch-Hetchy bill.”** After passage 
of the bill the City accepted the grant 
by formal ordinance, assented to all 
the conditions contained in the grant, 
constructed the required power and 
water facilities and up to date has 
utilized the rights, privileges and bene- 
fits granted by Congress. Now, the 
City seeks to retain the benefits of the 
act while attacking the constitutional- 
ity of one of its important conditions.” 

Article 4, § 3, cl. 2 of the Constitu- 





21H. R. No. 41, 63d Cong. Ist Sess. p. 41. 
Similar views were entertained in Congress 
upon the effect of the conditions. See, e. g., 
Senator Walsh of Montana: “We are mak- 
ing a grant of rights in the public lands to 
the city of San Francisco, and we may im- 
pose just exactly such conditions as we see fit, 
and San Francisco can take the grant with 
all those conditions or it can let it alone.” 
51 Cong. Rec. Pt. 1, p. 69 


34 PUR(NS) 88 





22Cf. Daniels v. Tearney (1880) 102 US 
415, 421, 26 L ed 187, 189; Grand Rapids & 
I. R. Co. v. Osborn (1904) 193 US 17, 29, 
48 L ed 598, 604, 24 S Ct 310; Wall v. Par- 
rot Silver & Copper Co. (1917) 244 US 
407, 411, 61 L ed 1229, 1230, 37 S Ct 609; 
St. Louis Malleable Casting Co. v. Prender- 
gast Constr. Co. (1923) 260 US 469, 473, 67 
L ed 351, 354, 43 S Ct 178; Booth Fisheries 
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tion provides that “The Congress 
shall have power to dispose of and 
make all needful rules and regula- 
tions respecting the territory and oth- 
er property belonging to the United 
States.” The power over the public 
land thus intrusted to Congress is 
without limitations.% “And it is not 
for the courts to say how that trust 
shall be administered. That is for 
Congress to determine.”** Thus, 
Congress may constitutionally limit 
the disposition of the public domain 
to a manner consistent with its views 
of public policy. And the policy to 
govern disposal of rights to develop 
hydroelectric power in such public 
lands may, if Congress chooses, be 
one designed to avoid monopoly and 
to bring about a widespread distribu- 
tion of benefits. The statutory re- 


quirement that Hetch-Hetchy power be 


publicly distributed does not represent 
an exercise of a general control over 
public policy in a state but instead only 
an exercise of the complete power 
which Congress has over particular 
public property intrusted to it.* 
[6-8] Third. Finally, on the basis 
of numerous objections to the district 
court’s judgment, assigned as errors 
in the court below and pressed here, 
the City denies the government’s 
right—upon a balancing of equities— 
to relief by injunction even if the 
present disposition of Hetch-Hetchy 
power be in violation of the act. 
However, after consideration of all 
these objections, we are satisfied 
that this case does not call for a bal- 


ancing of equities or for the invoca- 
tion of the generalities of judicial 
maxims in order to determine whether 
an injunction should have issued. The 
City is availing itself of valuable rights 
and privileges granted by the govern- 
ment and yet persists in violating the 
very conditions upon which those 
benefits were granted. Congress pro- 
vided: “That the grantee [City] 
shall at all times comply with and 
observe on its part all the conditions 
specified in this act and in the event 
that the same are not reasonably com- 
plied with and carried out by the 
grantee, upon written request of the 
Secretary of the Interior it is made 
the duty of the Attorney General in 
the name of the United States to com- 
mence all necessary suits or proceed- 
ings in the proper court having juris- 
diction thereof, for the purpose of 
enforcing and carrying out the pro- 
visions of this act.”” Pursuant to this 
legislative mandate, the present suit 
was instituted to enforce covenants 
exacted from a grantee of rights in 
the public domain by a Congress sym- 
pathetic with the local needs of San 
Francisco but also jealous of its own 
responsibility to dispose of such rights 
in a manner deemed by it most likely 
to render their benefits widespread. 
The equitable doctrines relied on do 
not militate against the capacity of a 
court of equity as a proper forum in 
which to make a declared policy of 
Congress effective. Injunction to pro- 
hibit continued use—in violation of 
that policy—of property granted by 





Co, v. Industrial Commission (1926) 271 US 
208, 211, 70 L ed 908, 910, 46 S Ct 491. 

83 United States v. Gratiot (1840) 14 Pet. 
(US) 526, 527, 10 L ed 573, 574. 

*tLight v. United States (1911) 220 US 
523, 537, 55 L ed 570, 574, 31 S Ct 485. 


25 Cf. Ellis v. United States (1907) 206 US 
246, 256, 51 L ed 1047, 1052, 27 S Ct 600, 
11 Ann Cas 589; see Ruddy v. Rossi (1918) 
248 US 104, 63 L ed 148, 39 S Ct 46, 8 ALR 
843. 
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the United States, and to enforce the 
grantee’s covenants, is both appropri- 
ate and necessary.” 

A substantial part of the City’s 
argument rests upon its claim that the 
Department of the Interior in the 
period from 1913 to 1937 construed § 
6 to forbid no more than sale of power 
for resale. We are asked to accept 
these administrative interpretations. 
And in addition the City suggests that 
conduct of the Department, of which 
these interpretations were a part, is 
sufficient to create an estoppel against 
the government. Whether the De- 
partment at any time ever did more 
than merely to tolerate sale and dis- 
tribution of Hetch-Hetchy power by 
the company as a temporary expedient 
is doubtful. Certain it is, however, 
that in 1935 the Secretary of the In- 
terior declared the City’s disposition 
of the power through the company to 
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be a violation of § 6, demanded discon. 
tinuance of this violation without sy. 
cess and thereafter instigated this pro- 
ceeding. We cannot accept the con. 
tention that administrative rulings— 
such as those here relied on—cap 
thwart the plain purpose of a valid 
law. As to estoppel, it is enough to 
repeat that “. the United States 
is neither bound nor estopped by acts 
of its officers or agents in entering 
into an arrangement or agreement to 
do or cause to be done what the law 
does not sanction or permit.” ” 

The judgment of the circuit court 
is reversed. The judgment of the 
district court is affirmed and we re- 
mand the case to it. 

It is so ordered. 


Mr. Justice McReynolds is of the 
opinion that the judgment of the cir- 
cuit court of appeals should be af- 
firmed. 





26 Cf. Oregon & C. R. Co. v. United States 
(1915) 238 US 393, 436, 438, 59 L ed 1360, 
1396, 1397, 35 S Ct 908. 


27 Utah Power & Light Co. v. United 
States (1917) 243 US 389, 409, 61 L ed 791, 
818, 37 S Ct 387. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re One Day Twenty-Four-Hour Overnight 


All-Expense Sightseeing Tour 


[I. & S. Docket No. 232, Decision No. 15295.] 


Certificates of convenience and necessity, § 127 — Interpretation of one day re- 


striction. 


The term “one day” as used in an authorization for motor carrier service 
limited to sightseeing round trip one-day operation means a period from 
midnight to midnight and should not be construed to mean any 24-hour 


period. 


[April 26, 1940.] 
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I 


APPEARANCES: T. S. Wood, Rate 
Expert, Denver, for the Commission ; 
Hodges, Vidal and Goree, Denver, 
for Rocky Mountain Motor Company 
and Rocky Mountain Parks Transpor- 
tation Company ; Conour and Conour, 
Del Norte, for Pikes Peak Auto Liv- 
ery; Marion F. Jones, Denver, for 
Grand View Tours et al. 


By the Commission: On March 7, 
1927, Decision No. 1123, Application 
No. 577, Charles W. Davis was au- 
thorized to operate as a common car- 
rier by motor vehicle for the transpor- 
tation of passengers in sight-seeing 
service, said certificate providing: 

“It is therefore ordered, that the 
present and future public convenience 
and necessity requires the motor vehi- 
cle operation for the transportation of 
passengers by Charles W. Davis, doing 
business under the name of Davis 
Sightseeing Service, applicant herein, 
over the following routes: 

A. Denver to Mt. Evans. 

B. Denver to Bergen Park. 

C. Denver to Silver Plume. 

D. Denver to Echo Lake. 

E. Denver to Estes Park, via South 
St. Vrain. 

F, Denver to Estes Park, via North 
St. Vrain. 

G. Denver to Pikes Peak. 

Said routes being fully set forth in the 
application filed herein, which by ref- 
erence thereto are made a part hereof; 
and this order shall be taken, deemed, 
and held to be a certificate of public 
convenience: and necessity therefor, 
subject to the following terms and con- 
ditions, which, in the opinion of the 


¥ 
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NVESTIGATION of operations by authorized motor carriers; 
provisions in operating authority construed. 


Commission, the public convenience 
and necessity requires. 

“(a) That no transportation of 
passengers to any intermediate points 
on the routes designated shall be per- 
mitted. 

“(b) That all operations by the 
applicant herein shall be limited to 
sight-seeing, round-trip, one-day op- 
erations. 

“(c) That the quantity of equip- 
ment to be used in this operation 
shall be limited to such as appears in 
the testimony offered at the hearing 
herein. 

“(d) That the applicant shall file 
his written acceptance of the certifi- 
cate herein granted within a period of 
fifteen days from the date hereof, and 
shall file tariffs of rates, rules, and 
regulations and time schedules as re- 
quired by the rules and regulations of 
the Commission governing motor ve- 
hicle carriers within a period of not 
to exceed twenty days from the date 
hereof. 

“Tt is further ordered, that this cer- 
tificate is issued subject to compli- 
ance by the applicant with the rules and 
regulations now in force or to be here- 
after adopted by the Commission with 
respect to motor vehicle carriers, and 
also subject to any future legislative 
action that may be taken with respect 
thereto.” 

Subsequently, said Davis, with the 
consent of the Commission, sold and 
assigned the right to operate one car 
between Denver and Estes Park to 
Argonaut Garages, which later, by au- 
thority of the Commission, assigned 
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and sold said operating privilege to 
Pikes Peak Auto Livery, respondent 
herein. 

On June 8, 1939, effective July 8, 
1939, Pikes Peak Auto Livery filed 
its tariff with the Public Utilities Com- 
mission of the state of Colorado, con- 
taining schedules consisting of the in- 
dividual rates and charges to become 
effective on the 8th day of July, 1939, 
designated as follows: “Pikes Peak 
Auto Livery Manitou Springs, Colo. 
“Passenger Tariff No. 5, Colo. 
PUC No. 6.” Said tariff, among other 
things, on page 15 thereof, Item 302, 
in words and figures, provided: 


“302—Estes Park and Steads Ranch, 
one day 24-hour over-night all-ex- 
pense tour from Denver to Estes Park 
via Loveland, Big Thompson Canon, 
Estes Park Village, overnight stop at 
Steads Ranch, return via South St. 


Vrain Canon or Nederland, Rollins- 
ville, Idaho Springs, Echo Lake, Mt. 
Evans, and Denver Mt. Parks. In- 
cludes hotel and meals. 160 miles” 
$17.50. 

“Tssued June 8, 1939. Effective 
July 8, 1939.” 

Thereupon, the Commission on July 
6, 1939, Decision No. 13740, on its 
own motion, without formal pleadings, 
suspended the effective date of said 
schedules contained in said tariff and 
provided that the use of the rates, 
charges, regulations, and practices 
therein stated be deferred 120 days, 
or until November 5, 1939, said 
schedules being further postponed by 
the Commission’s Decision No. 14283, 
for an additional period of six months 
from and after the 5th day of Novem- 
ber, 1939, or until the 5th day of May, 
1940. 

Said order further directed that a 
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hearing be had concerning the reason- 
ableness of the rates and charges, said 
matter being set for hearing on Octo- 
ber 10, 1939. 

At the hearing on said date, Hodges, 
Vidal and Goree intervened for 
Rocky Mountain Parks Transporta- 
tion Company and Rocky Mountain 
Motor Company, said companies, un- 
der numerous certificates of public con- 
venience and necessity issued by the 
Commission, being authorized to fur- 
nish service to the points mentioned 
in said suspended schedules. In Deci- 
sion No. 1001, Application No, 542, 
June 18, 1926, 12, 13 Ann Rep Colo 
PUC 72, they were authorized to 
transport freight, passengers, mail, 
express, and other commodities, on 
schedule, and conduct tourist opera- 
tions on and over the following routes: 

1. Denver to Estes Park via Long- 
mont, Berthoud, Loveland, and Big 
Thompson Canon, and return. 

2. Denver to Estes Park via Long- 
mont, Lyons, and North St. Vrain 
and return. 

3. Denver to Estes Park via Long- 
mont, Lyons, South St. Vrain, Allens 
Park, Copeland Lake, and Longs 
Peak, and return. 

4. Denver to Estes Park via 
Boulder and Lyons and return either 
North or South St. Vrain, and in- 
termediate points. 

5. Longmont to Estes Park via 
Lyons and North St. Vrain and re- 
turn. 

6. Longmont to Estes Park, via 
Lyons, South St. Vrain, Allens Park, 
Copeland Lake and Longs Peak and 
return, also intermediate points be- 
tween Lyons and Estes Park. 

7. Loveland to Estes Park and in- 
termediate points and return. 
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8. Fort Collins to Estes Park and 
intermediate points and return. 

9 Grand Lake to Denver via 
Berthoud Pass and _ intermediate 
points, and return. 

10. Estes Park to Longs Peak and 
intermediate points and return. 

11. Denver to Estes Park via 
Greeley and return, also intermediate 
points between Greeley and Estes 
Park, but no local business to or from 
Greeley to Denver or points intermedi- 
ate. 

12. Greeley to Estes Park via 
Loveland and intermediate points, and 
return. 

13. Boulder to Estes Park via Ly- 
ons and North or South St. Vrain, 
and return. 

14. Estes Park to Drake, via North 
Big Thompson, and return. 

15. Estes Park to Grand Lake, and 
return. 

16. Estes Park to Horseshoe Park, 
to Moraine Park, to Glacier Basin, to 
Bear Lake, to Y.M.C.A. Conference 
Camp to Estes Park in either direc- 
tion. 

17. Grand Lake to Granby and re- 
turn, 

At the hearing on October 10, 1939, 
Mr. Frank S. Snell, Jr., testifying for 
Pikes Peak Auto Livery, stated that 
Pikes Peak Auto Livery proposed to 
furnish all-expense tours to Estes 
Park and Steads Ranch from Den- 
ver, staying over night at Steads 
Ranch, the charge to be $17.50, which 
amount was arrived at by allowing $7 
for transportation and $10.50 for 
lodging at Steads Ranch and three 
meals, two at the ranch, one en route; 
that the car would leave about 12 o’- 
clock noon, stopping for lunch at 1 
P.M.; that car would stay with the 
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passengers and return about noon the 
following day with them. 

Rocky Mountain Parks Transpor- 
tation Company, at the hearing, con- 
tended that a one-day operation as au- 
thorized by the Davis certificate, does 
not authorize overnight service; that 
from said decision and Re Champa 3 
Auto Livery Decision (1927) 6 Colo 
PUC 704, 14, 15 Am Rep Colo PUC 
46, which, said company contended, 
the Commission intended to and did 
make a part of all sight-seeing certifi- 
cates to Estes Park, contemplated 
that a day was the period from sunup 
to sunset, but that at the most the term 
“day” should be construed as running 
from midnight to midnight; also that 
service to and from Estes Park must 
be via South St. Vrain or North St. 
Vrain, service via Nederland, Rollins- 
ville, Idaho Springs, Echo Lake, Ev- 
ergreen, and Denver mountain parks 
not being authorized; that Item 302 
complained of should be canceled out 
of the tariff, because under the Davis 
certificate, Pikes Peak Auto Livery is 
authorized to perform service only to 
Estes Park; that Steads Ranch is no 
part of Estes Park, but is in Moraine 
Park, a distance of 4.9 miles from the 
village of Estes Park. Considerable 
evidence was offered on said proposi- 
tion, including relief maps, road maps, 
tourist guides, topografic maps of 
Rocky Mountain National Park, 
Roosevelt National Forest, and the 
“Colorado-Nebraska Olympus Quad- 
rangle,” to show that Steads Ranch is 
not in Estes Park. 

The Davis certificate, Decision No. 
1123, the map attached to the Davis 
Application and said Application No. 
577, passenger tariff of Rocky Moun- 
tain Parks Transportation Company, 
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the Champa 3 Decision No. 6304, 
tariff of the Colorado Sightseeing 
Association, Decision No. 9967 and 
Decision No. 1101, were made a part 
of the record. 

Attention was also called to the fact 
that Rocky Mountain Parks Trans- 
portation Company certificate, Deci- 
sion No. 1001, Application No. 542, 
supra, specifically, under Item 16, pro- 
vides for a trip from Estes Park to 
Moraine Park; that while the Davis 
certificate was issued March 7, 1927, 
the service proposed by Pikes Peak 
Auto Livery in said suspended sched- 
ule was never offered by the said Davis 
or Argonaut Garages, and that such 
service has never been offered by any 
members of the Colorado Sightseeing 
Association (except Feldman under his 
scheduled service), notwithstanding 
said certificates are almost identical 
with said Davis certificate. 

Counsel for Pikes Peak Auto Liv- 
ery contended that the term “a day” 
should be construed to mean any 24- 
hour period; that service proposed in 
said suspended schedule would be fur- 
nished and completed within twenty- 
four hours from the time the car left 
Denver until it returned; that Steads 
Ranch is in Estes Park. Some testi- 
mony, including an Estes Park direc- 
tory, was offered by said counsel in 
support of said last-mentioned conten- 
tion. Thereupon, on counsel’s repre- 
sentation that he was not prepared to 
offer testimony in detail on said ques- 
tion of the location of Steads Ranch, 
and at his request, said matter was 
continued to allow Pikes Peak Auto 
Livery to offer further testimony on 
said point. 

On the day appointed for continued 
hearing, counsel appeared, and instead 
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of offering testimony on the question 
of location of Steads Ranch, moved 
to strike testimony of Rocky Moun. 
tain Parks Transportation Company 
offered at the former hearing on the 
theory that the Commission could not 
inquire into any question except the 
reasonableness of the rate as filed, or 
to fix another rate, and could not can- 
cel out the rate on the ground that 
service was being offered to a point 
the carrier is not authorized to serve. 
With this contention, we cannot agree. 

The Commission is of the opinion 
that while the term “day” may have a 
number of meanings, at the time cer- 
tificates were granted to Davis and 
other sight-seeing operators for sight- 
seeing service, the period from sunup 
to sunset probably was contemplated 
by the Commission ; that in any event, 
the term must be construed, at most, 
to include the 24-hour period from 
midnight to midnight. See Fox v. 
Abel (1816) 2 Conn 541, 542; People 
ex rel. Harless v. Hatch (1863) 33 
Ill 9, 136; Zimmerman v. Cowan 
(1883) 107 Ill 631, 636; Okanogan 
Indians v. United States (1929) 279 
US 655, 73 L ed 894, 49 S Ct 
463. 

Also, on the record as made, the 
Commission is of the opinion, that 
said Pikes Peak Auto Livery does 
not have authority to serve Steads 
Ranch; that “Estes Park” (whether 
the village or the park was meant) 
was designated as point to be served 
in said Decision No. 1123, and does 
not include Steads Ranch; that it does 
not have authority to serve over routes 
or to points other than those specifical- 
ly mentioned in said Decision No. 
1123, and, therefore, after a careful 
consideration of the record, the Com- 
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mission is of the opinion, and finds, 
that wherever the term “one day” has 
been used as a condition in said Deci- 
sion No. 1123, or elsewhere in con- 
nection with the issuance of a cer- 


tificate of public convenience and 
necessity or a private carrier by motor 
vehicle permit, said term means, and 
shall mean, the period from midnight 
to midnight. 





OKLAHOMA SUPREME COURT 


State ex rel. S. W. Hales 


Vv 


Public Service Company et al. 


[No. 29012.] 
(— Okla —, 102 P(2d) 139.) 


Reparation, § 8 — Jurisdiction of court — Exclusive jurisdiction of Commission. 


A district court is without jurisdiction to entertain an action instituted by 
a resident taxpayer of a city under the provisions of §§ 5964 and 5965, 
O. S. 1931, 62 Okla St Ann §§ 372 and 373, to recover sums of money paid 
by a city for electric current used for lighting the streets, and a further 
sum as a penalty, on the ground that the rate charged for said current 
was illegal and excessive since exclusive jurisdiction is vested in the Cor- 
poration Commission to determine what rate should have been charged 
and to order payment of refunds, if any, in excess thereof. Section 3626, 
O. S. 1931, 17 Okla St Ann § 121. 


[April 30, 1940.] 


Headnote by the Court. 


Fags from District Court judgment sustaining a demurrer 

in taxpayer's action to recover money paid by city for elec- 

tricity for street lighting purposes and to recover a penalty; 
judgment affirmed. 


¥ 


APPEARANCES: Geo. S. Ramsey 
and F, E. Riddle, both of Tulsa, for 
plaintiff in error; V.E. McInnis, of 
Oklahoma City, Hunter L. Johnson, 
of Tulsa, and Lee B. Thompson, of 
Oklahoma City, for defendants in er- 
ror, 


Osporn, J.: S. W. Hales, a resi- 
dent taxpayer of Tulsa, hereinafter re- 
ferred to as relator, instituted this ac- 
tion in the district court of Tulsa 
county against the Public Service 
Company, hereinafter referred to as 
defendant, under the provisions of 
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§§ 5964 and 5965, O. S. 1931, 62 Okla 
St. Ann. §§ 372 and 373, wherein 
relator sought recovery for said city 
of an undetermined sum of money 
alleged to have been paid to defendant 
by virtue of an illegal rate charged to 
said city for electric current used for 
street lighting purposes. The prayer 
of the petition was that the court de- 
termine the amount of the excess and 
render judgment therefor. In addi- 
tion, plaintiff sought the recovery of a 
similar amount, as a penalty, for his 
own use and benefit. The trial court 
sustained a demurrer to the petition 
and entered judgment dismissing the 
cause and relator has perfected this 
appeal. 

Defendant company is a public util- 
ity engaged in manufacturing, dis- 
tributing, and selling electricity to the 
public within the city of Tulsa. It 
is alleged that on October 19, 1928, 
defendant issued a schedule of rates 
effective January 1, 1929, for the sale 
of electric energy to its customers and 
consumers in the city of Tulsa, which 
schedule of rates was approved by the 
Corporation Commission. Said sched- 
ule fixed rates applicable to wholesale 
light and power service. It is alleged 
that said schedule of rates was there- 
fore applicable to the city of Tulsa, in 
the operation of its street lighting sys- 
tem. It appears that the city, on May 
21, 1929, entered into a comprehensive 
contract with defendant relating to 
service to be furnished by defendant 
and fixing various rates to be charged 
by defendant for electric current to be 
supplied to the street lighting system 
of the city. The contract was amend- 
ed by supplemental contract dated Oc- 
tober 18, 1932. Neither of the con- 
tracts was approved by the Corpora- 
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tion Commission. It is alleged that 
the rates fixed by the contracts were 
greatly in excess of the rate provided 
in the schedule hereinabove referred 
to. 

It is noted that the jurisdiction of 
the district court was invoked to deter- 
mine, first, which of the rates herein- 
above referred to was applicable to 
the city of Tulsa in so far as the street 
lighting system is concerned. It is 
relator’s contention that the schedule 
rate is the legal rate and that the con- 
tract rates are illegal rates. 

Section 3626, O. S. 1931 (Chap. 
10, § 1, Session Laws 1913), 17 Okla 
St. Ann. § 121, provides: “The Cor- 
poration Commission is hereby vested 
with the power of a court of record to 
determine: First, the amount of re- 
fund due in all cases where any public 
service corporation, person, or firm, 
as defined by the Constitution, charges 
an amount for any service rendered by 
such public service corporation, per- 
son, or firm, in excess of the lawful 
rate in force at the time such charge 
was made, or may thereafter "e de- 
clared to be the legal rate which should 
have been applied to the service ren- 
dered ; and, second, to whom the over- 
charge should be paid.” 


In passing on the validity of § 3626, 
this court, in Pioneer Teleph. & Teleg. 
Co. v. State (1914) 40 Okla 417, 420, 
138 Pac 1033, 1034, said: 

“Section 1, Art. 7 (§ 186, Williams’ 
Anno. Ed.) of the Constitution of this 


state, provides that: ‘The judicial 
power of this state shall be vested in 
the senate, sitting as a court of im- 
peachment, a supreme court, district 
courts, county courts, courts of justices 
of the peace, municipal courts, and 
such other courts, commissions, Of 
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boards inferior to the supreme court, 
as may be established by law.’ 

“The Corporation Commission, as 
created by Art. 9, is a body with, so 
far as the regulation of public service 
corporations is concerned, executive, 
judicial, and legislative powers. 

“By virtue of said § 1, Art. 7, and 
the provisions of Art. 9, the Corpora- 
tion Commission has authority to ex- 
ercise all of these powers with a view 
of carrying out the general purposes 
for which the Corporation Commis- 
sion was created, to wit, to regulate 
public service corporations and pro- 
vide against abuse, discrimination, and 
excessive charges and for the refunds 
thereof. Anything that is in further- 
ance of that purpose is within the 
contemplated view of its creation and 
isnot in violation of § 1, Art. 4, of the 
Constitution.” 


In Smith v. Corporation Commis- 
sion, 101 Okla 254, PUR1924E, 783, 
787,225 Pac 708, 709, this court said: 
“It [the Corporation Commission] 
has jurisdiction to supervise, regulate, 
and control public utilities, in so far 
as their public duties are concerned, 
and to establish rates to be charged by 
them for a public service, and, if rates 
in excess of those established are col- 
lected, it has the authority to adjust 
controversies between the utility and 
the consumer by determining the 
amount of refund due the consumer, 
and to whom the same should be paid, 
and it may enforce the payment of 
such overcharge in the same manner 
that fines and penalties imposed by it 
are authorized to be collected by law, 
and, when such overcharge is collected, 
it shall be by the Commission paid to 
the parties to whom it is due.” 

See, also, St. Louis-S. F. R. Co. v. 
[7] 


State (1921) 81 Okla. 298, 198 Pac 
73, 76; Muskogee Gas & E. Co. v. 
State, 86 Okla 58, PUR1922E, 514, 
206 Pac 242. 

It was held in Atchison, T. & S. F. 
R. Co. v. State, 85 Okla 223, PUR 
1922D, 450, 206 Pac 236, 241, that 
under § 3626, 17 Okla. St. Ann. § 121, 
supra, the Commission could fix the 
legal rate for past service and award 
a refund for the excess over such rate 
charged therefor. 

In Chicago, R. I. & P. R. Co. v. 
Brown (1924) 105 Okla 133, PUR 
1925C 547, 232 Pac 43, it was held 
the Corporation Commission has ex- 
clusive jurisdiction to determine 
whether a rate charged for a service 
was reasonable and that a state dis- 
trict court is without jurisdiction to 
entertain an action to determine a rea- 
sonable charge for such service and to 
recover the amount charged in excess 
thereof. 

In St. Louis & S. F. R. Co. v. State 
(1925) 116 Okla 95, PUR1926E 443, 
244 Pac 440, in a refund case it was 
held the Corporation Commission had 
jurisdiction to determine which of two 
rates was applicable. 

By its ruling on the demurrer to 
the petition the trial court determined 
that exclusive jurisdiction was in the 
Corporation Commission to determine 
the amount, if any, which defendant 
had charged the city in excess of the 
lawful rate, or in excess of what the 
Corporation Commission should de- 
clare to be the legal rate. 

In the light of the above authorities, 
the trial court did not err in making 
this determination. 

The judgment is affirmed. 


Bayless, C. J., and Gibson, Hurst, 
and Davison, JJ., concur. 
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PENNSYLVANIA COURT OF COMMON PLEAS OF 
DAUPHIN COUNTY 


Bell Telephone Company of Pennsylvani 


Dennis J. Driscoll et al. 


[Equity Docket No. 1473, Commonwealth Docket No. 227.] 


Intercorporate relations, § 5 — Powers of state — Contracts of affiliates — Coy 
mission approval. 


1. The state may lawfully require Commission approval of contracts b 
tween public utilities and affiliated interests, and such requirement doe 
not unreasonably interfere with the utility’s right to manage its own busi 
ness, p. 100. 

Commissions, § 3 — Delegation of powers — Guiding standard. 
2. Public Utility Law, § 702, requiring Commission approval of contract 
between public utilities and affiliated interests, contains a standard to guid 
the Commission in granting or refusing such approval, namely, public in 
terest and the general well-being of the state, and does not constitute a 
unlawful delegation of power to the Commission, p. 102. 

Constitutional law, § 15 —- Due process —Equal protection — Fines and penaltie 
3. Public Utility Law, § 702, requiring Commission approval of contrac 
between public utilities and affiliated interests and imposing fines and penal 
ties for violation of the act, does not deprive the utilities of the equal pro 
tection of the law or of their property without due process of law, since th 
fines are not excessive and disputed questions can be litigated in cow 
in a bona fide effort to clarify the law without incurring any penalty 
p. 104. 

[May 6, 1940.] 
‘Siigecae soa seeking to enjoin enforcement of statute requir- 
ing Commission approval of contracts between public utili- 
ties and affiliated interests; relief denied. 


¥ 


By the CHANCELLOR: The plaintiff objections to the bill. These wer 
filed its bill of complaint on March 27, dismissed by the court on June |4 
1939. The same day the court grant- 1939. The defendants thereupon file 
ed a rule to show cause why a pre- an answer on the merits on July I 
liminary injunction should not issue. 1939. The case was argued on Apt 
This rule was returnable on April 11, 10, 1940, and is now before the cou 
1939. After hearings, a preliminary for final disposition. 
injunction was granted under date of ; 

April 25, 1939. In the meantime an The Bill 
answer was filed raising preliminary The bill is directed at § 702 of th 
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Public Utility Law, as amended in 
1938. This section relates to certain 
contracts between affiliated interests. 
It is contended that compliance with 
sid section would entail expense, de- 
lay, and interference with the manage- 
ment of the plaintiff’s business, par- 
ticularly with affiliated interests, to its 
irreparable damage. The fines and 
penalties imposed for noncompliance 
are alleged to be so severe as to de- 
prive the plaintiff of the equal protec- 
tin of the law and of its property 
without due process of law, contrary 
to the Fourteenth Amendment to the 
Constitution of the United States. 
The bill also asserts that § 702 con- 
stitutes an unlawful delegation of 
levislative authority, in violation of 
Art. 11, § 1, of the Constitution of 
Pennsylvania, since no standard is 
provided to guide the Commission in 


granting or refusing approval of the 


contracts involved. The section is 
also said to transgress Art. 1, § 1, of 
the Constitution of Pennsylvania by 
depriving the plaintiff of the right to 
manage and deal with its own prop- 
erty, 
The Answer 

The answer denies that the section 
involves any unusual expense, delay, 
or interference with the management 
of the plaintiff’s business. It denies 
that the section violates the Consti- 
ution of the United States or of the 
ommonwealth of Pennsylvania, as al- 
eged in the bill. It specifically denies 
pny unlawful delegation of legislative 
uthority and avers, on the contrary, 
hat the act provides a proper standard 
0 guide the Commission in granting 
or refusing approval of contracts be- 


Findings of Fact 


We adopt as the findings of fact by 
the court the plaintiff's suggested 
findings of fact, with certain excep- 
tions. These findings have been filed 
separately with notation of our ap- 
proval, modification, or rejection and 
are incorporated herein by reference 
thereto. Those findings which are 
necessary to an understanding of the 
case will be mentioned in the course 
of this opinion. 

We have refused suggested finding 
No. 20, for the reason that the re- 
quired approval of contracts between 
affiliates entails no more delay than 
approval of any other contracts, and 
is incidental to the protection of the 
public welfare. Suggested findings 
Nos. 24, 25, and 26 are refused be- 
cause the Commission would have no 
right to refuse approval of contracts 
between affiliates unless such contracts 
were inimical to the public interest. 

The defendants have made no re- 
quest for findings of fact. 


Discussion 


Section 702 of the Public Utility 
Law, which is the basis of complaint, 
was amended in 1938 to read as fol- 
lows: 

“Section 702. Other contracts ; do- 
nations.—No public utility, except a 
common carrier by railroad or motor 
vehicle subject to part one or part two 
of the Interstate Commerce Act. shall, 
without the prior approval of the 
Commission, make effective or modify 
any contract with an affiliated interest, 
or, by way of donation, give to, or 
receive from, an affiliated interest, any 
property, money, security, right, or 
thing: Provided, however, that the 
requirements of this section shall not 
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apply to—-(1) a contract for services 
as referred to in § 701 of this act, 
or (2) any single or isolated trans- 
action involving a cash consideration 
not exceeding $1,000, or (3) any sin- 
gle or isolated transaction involving 
the purchase or sale of fixed assets, 
materials, or supplies, used in render- 
ing public service, in which the 
monetary value of the consideration 
does not exceed one per centum of the 
undepreciated book value of the fixed 
assets of such public utility, except 
that any such transaction, involving 
more than $50,000, or involving any 
transfer of securities or loan of money, 
shall not be included in these exemp- 
tions, and shall be subject to the re- 
quirements of this section: and pro- 
vided further, that, if the Commission 
shall have granted its approval to any 
public utility to contract with an af- 
filiated interest for the loan of sums 
of money at intervals, or for any con- 
tinuing or serial transactions, the 
Commission may, after hearing, and 
upon a finding of public interest, with- 
draw its approval thereof, and all por- 
tions of the contract made pursuant 
thereto, then executory, shall be void, 
and all transactions thereunder, other 
than payment by either party for 
value already received, shall be un- 
lawful. 


“Application for such approval shall 
be in writing, and shall be in such form 
and contain such information as the 
Commission may prescribe by its regu- 
lations.” 1938 Spec. Session, PL 44, 
66 PS § 1272. 


1. May the Legislature Require 
Commission Approval of Contracts 
between Affiliated Interests? 

[1] It is conceded that many of the 
34 PUR(NS) 


activities of public utilities may } 
regulated by law. We will not, there 
fore, devote any time to the discys 
sion of this general and accepted prin 
ciple. It has been earnestly contended 
however, that the requirements of this 
section unlawfully interfere with th 
right of the plaintiff to manage its ow 
business, and to make such contracts 
as it deems prudent and proper, in 
cluding those with affiliated companies, 
With this we do not agree. The in. 
timate and interlocking relationships 
existing between affiliated companies 
tend to prevent arm’s-length deal 
ing. They are conducive to preferer- 
tial treatment, discriminating practices 
and contrived results in favor of one 
company or the other as the cor- 
trolling parties may desire. They are 
apt to be devoid of those business con- 
siderations which make each com- 
pany strive to promote its own inter- 
ests. There is an absence of that con: 
flict of interests between companies 
which impels each to drive the best 
bargain possible. On the contrary, a 
situation exists which makes manipt- 
lation possible to the advantage of one 
company or the other. Were the pub- 
lic interest not involved, there would 
be no right to regulate such contracts. 
But since the rates, service, and finan- 
cial status of a public utility may be 
affected by such contracts, it is proper 
that they be scrutinized for the public 
good. 

The courts have frequently discussed 
the nature of the relationship existing 
between affiliated companies. We 
quote the following excerpts from sev- 
eral opinions, not to show what the 
courts decided, but to show the char- 
acter of this comment. 

“Charges arising out of intercom: 
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pany relationships between affiliated 
companies should be scrutinized with 


care. 

“The Commission’s appraisal of the 
evidence led it to conclude that many 
of the charges by the affiliated com- 
panies were for the direct or indirect 
benefit of holding and intermediate 
holding companies in the associated 
gas and electric system. With this 
we concur. Moreover, the record in 
this case is an illustration of the fact 
that effective and satisfactory state 
regulation of utilities is made increas- 
ingly difficult by the progressive inte- 
sration of the utility services under 
holding company domination. 

“The desire of the public utility 
management, evidenced by various 
methods, to secure the highest possible 
return to the ultimate owners is in- 
compatible with the semi-public na- 
ture of the utility business which the 
management directs. It therefore fol- 
lows that the Commission should 
scrutinize carefully charges by affili- 
ates, as inflated charges to the operat- 
ing company may be a means to im- 
properly increase the allowable reve- 
nue and raise the cost to consumers of 
utility service, as well as an unwar- 
ranted source of profit to the ultimate 
holding company.” Solar Electric Co. 
v. Public Utility Commission (1939) 
137 Pa Super Ct 325, 374, 31 PUR 
(NS) 275, 307,9 A (2d) 447. 

Judge Keller, speaking for the su- 
perior court referred to the Bell Tele- 
phone Company and the A. T. & T., 
two of the affiliates involved in the 
present case, in the following 
language : 

“The relationship between the two 
companies is not merely that of par- 
ent and child, or holding company and 
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subsidiary. It is much closer and more 
intricate.” Bell Teleph. Co. v. Public 
Utility Commission (1939) 135 Pa 
Super Ct 218, 223, 28 PUR(NS) 
266, 268, 5 A(2d) 410. 

The Supreme Court of the United 
States in discussing the right to ex- 
amine the records of affiliated inter- 
ests used the following language: 

“The appellant assails the statute 
as unconstitutional so far as it au- 
thorizes the Commission to obtain 
from appellant’s books and records any 
information bearing upon the reason- 
ableness of the price of gas sold to 
the district company. Appellant 
recognizes that the absence of ‘arm’s- 
length bargaining’ between contracting 
affiliates is sufficient to support such an 
inquiry, and may be an adequate 
ground, in fixing the reasonable rates 
of a public utility company, for dis- 
regarding the price at which it pur- 
chases the commodity distributed. 
See Western Distributing Co. v. Kan- 
sas Pub. Service Commission, 285 US 
119, 76 L ed 655, PUR1932B 236, 52 
S Ct 283. But it is said that here the 
statute infringes the commerce clause 
and the Fourteenth Amendment 
because it authorizes the inquiry 
without proof of common  con- 
trol or want of arm’s-length bar- 
gaining ; that the Constitution forbids 
all inquiry as to the relations between 
the two companies and the prices at 
which the gas is sold by one to the oth- 
er, in advance of proof of their com- 
mon control or other evidence that the 
bargaining was not at arm’s length. 
Assuming, without deciding, that the 
breadth of this attack relieves appel- 
lant of the necessity of applying to the 
Commission to vacate its order before 
seeking equitable relief in the Federal 
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courts, see Hollis v. Kutz, 255 US 
452, 65 L ed 727, PURI921C 637, 
41 S Ct 371; cf. United States v. Sing 
Tuck (1904) 194 US 161, 167, 48 
L ed 917, 920, 24 S Ct 621, we think 
that the objection is not substantial. 


We can find in the commerce clause 
and the Fourteenth Amendment no 
basis for saying that any person is 
immune from giving information ap- 
propriate to a legislative or judicial in- 
quiry. . .” Natural Gas Pipe- 
line Co. v. Slattery (1937) 302 US 
300, 306, 82 L ed 276, 21 PUR(NS) 
255, 258, 58 S Ct 199. 


Similar comment may be found in 
United Fuel Gas Co. v. Kentucky R. 
Commission, 278 US 300, 320, 73 
L ed 390, PUR1929A 433, 49 S Ct 
150; Smith v. Illinois Bell Teleph. 
Co. (1930) 282 US 133, 144, 75 L 
ed 255, PURI931A 1, 51 S Ct 65; 
Western Distributing Co. v. Kansas 
Pub. Service Commission, 285 US 
119, 124, 76 L ed 655, PUR1932B, 
236, 52 S Ct 283; and Dayton Power 
& Light Co. v. Ohio Pub. Utilities 
Commission (1934) 292 US 290, 
295, 78 L ed 1267, 3 PUR(NS) 279, 
54 S Ct 647. 


We conclude that the state may law- 
fully require Commission approval of 
contracts between public utilities and 
affiliated interests and that such re- 
quirement does not unreasonably in- 
terfere with the plaintiff’s right to 
manage its own business. Conse- 
quently § 702 does not violate Art. 1, 
§ 1 of the Constitution of Pennsylva- 
nia. 

2. Does § 702 Constitute an Unlaw- 
ful Delegation of Legislative Author- 
ity? 

[2] The plaintiff contends that the 
34 PUR(NS) 


legislature has failed to state generally 
what contracts between affiliated inter. 
ests the Commission should approve or 
disapprove. It affirms that the Com. 
mission has no standard to guide it 
that its discretion is unlimited; tha 
this defect cannot be cured by rule 
adopted by the Commission; and the 
consequently legislative authority has 
been delegated to the Commission to 
determine which contracts should he 
approved and which should be disap. 
proved. There is no contention that 
the Commission arbitrarily or unrea- 
sonably refused to approve any such 
contract. The broad contention is thet 
the legislature has failed to provide 
a standard to guide the Commission in 
granting or refusing approval of con- 
tracts between affiliates. 

It is true that no standard is laid 
down in the first part of § 702. How- 
ever, the latter part of the section pro- 
vides that an approval may be revoked 
upon a finding of public interest. The 
clear implication is that public interest 
is the basis of approval as well as the 
basis of revocation. We feel that it 
would be straining at a gnat to hold 
otherwise. 

If it be argued that the public inter- 
est is too vague and uncertain a stand- 
ard, the answer is that it is no more 
vague than the admitted standards set 
up in other sections of the act. Sec- 
tion 203 provides that certificates of 
public convenience shall be issued when 
“necessary or proper for the service 
accommodation, convenience, of 
safety of the public.” Sections 308 
and 309 provide that the Commission 
may establish “just and reasonable’ 
rates. Section 413 empowers the 
Commission to require such service 
and facilities “as shall be reasonably 
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necessary and proper for the safety, 
accommodation, and convenience of 
the public.” Section 603, relating to 
securities, requires the Commission 
to register the same “if it . . . is 
necessary or proper for the present 
and probable future capital needs.” 
Section 701, being in the same article 
as § 702 involved in the present con- 
troversy, and relating to contracts be- 
tween affiliated companies for services 
of various kinds, authorizes the Com- 
mission to investigate such contracts, 
to determine whether the charges 
therefor “exceed the reasonable cost” 
thereof or “that such services are not 
reasonably necessary and proper.” If 
so the excess shall be stricken from 
the books of the company. Section 
801 regulates common carriage by mo- 
tor vehicles “in the public interest.” 
Article IX relates, inter alia, to the 
powers of the Commission. It is in- 
teresting to note that § 902 makes it 
the duty of the Commission to carry 
out “all and singular the provisions of 
this act, and the full intent thereof.” 
Section 920 empowers the Commis- 
sion “to vary, reform, or revise, upon 
a fair, reasonable, and equitable basis, 
any obligations, terms or conditions of 
any contract heretofore or hereafter 
entered into between any public utility 
and any person, corporation, or mu- 
nicipal corporation which embrace or 
concern a public right, benefit, privi- 
lege, duty, or franchise, or the grant 
thereof, or are otherwise affected or 
concerned with the public interest and 
the general well-being of the common- 
wealth. Whenever the Com- 
mission shall determine, after reason- 
able notice and hearing, upon its own 
motion or upon complaint, that any 
such obligations, terms, or conditions 
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are unjust, unreasonable, inequitable, 
or otherwise contrary or adverse to the 
public interest and the general well-be- 
ing of the commonwealth, “2 
it shall determine and prescribe the 
just terms of such contract. 

All of the standards here mentioned 
are phrased in general language and 
most of them have been in effect and 
unquestioned for many years. In all 
cases the object is the same, namely, 
to protect the public interest. It 
will be observed that the provisions 
of § 920 are very broad. The Com- 
mission is there invested with au- 
thority to vary, reform, or revise con- 
tracts of utilities “affected or con- 
cerned with the public interest and the 
general well-being of the common- 
wealth.” This would seem to include 
contracts covered by § 702. It is true 
that § 920 does not require the prior 
approval of contracts by the Commis- 
sion, but the fact that it may vary, 
reform, or revise contracts demon- 
strates that all such contracts are in 
effect finally subject to the approval 
of the Commission. If this be so, 
the public interest and general well- 
being of the commonwealth are the 
standards to guide the Commission 
in approving or refusing to approve 
contracts. We consider these stand- 
ards to be adequate and sufficiently 
specific to manifest the general in- 
tent of the legislature. They are 
standards laid down by the law itself. 
Hence, the legislature has not unlaw- 
fully delegated its authority to the 
Commission. 

The plaintiff stresses four cases as 
authority for the proposition that leg- 
islative authority may not be dele- 
gated. The first is York R. Co. v. 
Driscoll (1938) 331 Pa 193, 24 PUR 
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(NS) 405, 200 Atl 864. This case 
held that the legislature could not 
permit the Commission to exempt any 
class of securities from the provisions 
of the act as this was a delegation 
of legislative authority. In Holgate 
Bros. Co. v. Bashore (1938) 331 Pa 
255, 200 Atl 672, it was held that 
power could not be delegated to vary 
the legislative standard for hours of 
work. In Northern Pennsylvania 
Power Co. v. Public Utility Com- 
mission (1938) 132 Pa Super Ct 178, 
24 PUR(NS) 443, 200 Atl 866, it 
was held that the legislature could 
not authorize the Commission to ex- 
empt by regulation any class of prop- 
erty from the provisions of § 202 with- 
out laying down a standard to guide 
the Commission in so doing. In Na- 
tional Transit Co. v. Boardman 


(1938) 328 Pa 450, 197 Atl 239, it 


was held that the Secretary of Revenue 
could not by regulation prevent the 
filing of consolidated reports by com- 
panies which were by law entitled to 
file them. These cases are quite differ- 
ent from the one now before us. Sec- 
tion 702 applies to all affiliated com- 
panies and there are no exceptions. 
Neither the law nor regulations of the 
Commission grant any exceptions. 
On the contrary, the legislative policy 
is declared, a proper standard is pro- 
vided, and nothing is left to the Com- 
mission except the application of the 
law to particular cases. Hence we do 
not consider that these cases have any 
bearing upon the determination of the 
instant proceeding. 


3. Does the Act Deprive the Plain- 
tiff of the Equal Protection of the 
Law or of Its Property without Due 
Process of Law? 

[3] Our attention has been directed 
34 PUR(NS) 


to the fines and penalties imposed fy, 
violation of the act. Section 1301 (a) 
provides a penalty of $50 for ead 
violation. This certainly cannot } 
considered excessive. Section 13 
makes an intentional violation of th 
act a misdemeanor punishable by fir 
or imprisonment. In such a case the 
court would impose sentence. It 
granted great latitude in so doing 
namely, a fine not exceeding $5,000 
or imprisonment not exceeding fire 
years or both. Surely the maximum 
punishment would be imposed only 
in a most extreme case where the vio- 
lation was wilful, deliberate, and fh. 
grant. The minimum punishment js 
left to the court’s discretion. 

The argument that such penalties 
tend to prevent a person from seck- 
ing legal redress we deem of little im- 
portance. This case is proof of the 
fact that disputed questions may le 
litigated in court in a bona fide effort 
to clarify the law without incurring 
any penalties. Neither the effect of 
the act upon the management of the 
company nor the penalties provided can 
be said to deprive the plaintiff of the 
equal protection of the law nor of its 
property without due process of law, in 
violation of the Fourteenth Amend- 
ment to the Federal Constitution. 


Conclusions of Law 


1. Section 702 of the Public Utility 
Law, as amended in 1938, P. L. 44, 
is a lawful exercise of the police power 
of the state. 

2. Section 702 of the act does not 
deprive the plaintiff of the right to 
manage and deal with its own prop- 
erty in violation of Art. 1, § 1, of the 
Constitution of Pennsylvania. 
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3, The act contains a standard to 
guide the Commission in granting or 
refusing approval of contracts under 
§ 702, namely, public interest and 
the general well-being of the common- 
wealth. 

4, The power conferred upon the 
Commission by § 702 of the act is 
not an unlawful delegation of legisla- 
tive authority in violation of Art. 11, 
§ 1, of the Constitution of Pennsylva- 
nia. 

5. Neither §§ 702, 1301(a), nor 
1306 of the act deprive the plaintiff of 
the equal protestion of the law or of 
its property without due process of 
law in violation of the provisions of 


the Fourteenth Amendment to the 
Constitution of the United States. 

6. The plaintiff is not entitled to the 
relief prayed for in its bill. 

The defendants have made no re- 
quest for conclusions of law. The 
plaintiff’s requests for conclusions of 
law have been refused but are di- 
rected to be filed. 

The Prothonotary is directed to en- 
ter the following decree nisi and to 
give notice thereof to the parties or 
their counsel of record. 


Decree Nisi 


And now, to wit: May 6, 1940, the 
bill is dismissed at the cost of the 
plaintiff. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Aluminum Company of America 


Milo EK Maliliie ct al 


(259 App Div 89, 19 NY Supp(2d) 282.) 


Constitutional law, § 24 — Abrogation of contract — Sale of mechanical power. 
1. Abrogation by the state of a contract providing for the sale of me- 
chanical power, generated in a power company’s turbine from the flow 
of water in its canal and transmitted to generators of an industrial power 
company at a power site, would violate the Fourteenth Amendment to the 
Federal Constitution, where the contract was based on exclusive water 
rights granted to the power company by the state, p. 108. 


Public utilities, § 64 — Status of mechanical power service — Operations of 


electric utility. 


2. A contract between a power company and an industrial company gov- 
erning the sale of mechanical power, transmitted by turbines of the power 
company to generators of the industrial company at a hydroelectric power 
site, is private regardless of the other interests of the power company, since 
the manner in which the power company has associated the rest of its busi- 
ness with the public interest does not bring this contract into the “public” 
category and subject to rate regulation, p. 108. 
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Electricity, § 2 — Jurisdiction of Commission — Contracts — Furnishing of 
mechanical power — Water power development. 
3. Conservation Law, § 621, does not confer jurisdiction upon the Public 
Service Commission over the furnishing of services, facilities, and power 
which are provided for by contracts between a power company and an ip. 
dustrial company governing the leasing of lands and the sale of mechanic 
power, transmitted by turbines of the power company to generators of 
the industrial company, at a power site where the waters of a river are 
diverted by the power company under statutory authority granted prior to 
enactment of such provisions of the Conservation Law, p. 109. 


§ 49 — Powers of Commission — Contracts — Sale of mechanical power, 
4. The laws of the state do not confer rate-fixing authority upon the Com. 
mission with respect to the sale of mechanical power by one private cor- 
poration to another pursuant to contracts of many years standing, p. 109, 


(Hitt, P.J., and Briss, J., dissent.) 
[March 15, 1940.] 
| geenagsiee against Commission for review and correction of 
order directing power company to file schedule establishing 


rates for mechanical power sold to a private concern; order 
annulled. For decision by Commission, see 25 PUR(NS) 485. 
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Argued before Hill, P. J., and 
Crapser, Bliss, Schenck, and Foster, 
J. 

APPEARANCES: Hughes, Richards, 
Hubbard & Ewing, of New York city 
(Charles E. Hughes, Jr., Augutus L. 
Richards, Harold L. Smith, and Row- 
land Stebbins, Jr., all of New York 
city, of counsel), for petitioner; Gay 
H. Brown, of Albany (Laurence J. 
Olmsted, of Syracuse, Sherman C. 
Ward, of Albany, and Martin V. Cal- 
lagy, of New York city, of counsel), 
for respondent Public Service Com- 
mission and individual respondents ; 
LeBoeuf, Machold & Lamb, of New 
York city (Randall J. LeBoeuf, Jr., 
of New York city, Warren Tubbs, of 
Buffalo, and Chauncey P. Williams, 
Jr., of New York city, of counsel), 
amicus curiae for Niagara Falls Pow- 
er Co. 


SCHENCK, J.: This proceeding 
was instituted under Article 78 of the 
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Civil Practice Act to review a deter- 
mination of the Public Service Com- 
mission which resulted in an order di- 
recting the Niagara Falls Power 
Company to file a schedule establish- 
ing rates to be charged for mechanical 
power sold by it to the Aluminum 
Company of America. The power in 
question is generated at the power 
company’s turbines from the flow of 
water in a canal owned by the power 
company. The power is then trans- 
mitted by shafts to electric generators 
owned by the Aluminum Company, 
where it is converted into electricity 
for use in the Aluminum Company's 
factory. 

The question involved herein is, ac- 
cordingly, whether or not the Public 
Service Commission had authority to 
compel the power company to main- 
tain a rate schedule covering charges 
for the power sold to the Aluminum 
Company. This proceeding was in- 
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stituted by the Aluminum Company, 
the power company having joined in 
the argument against the contentions 
of the Public Service Commission as 
amicus curiae. 

The Commission in its opinion held 
that it had jurisdiction to grant the 
order under review pursuant to § 621 
of the Conservation Law. This theory 
is based upon the provisions of § 621 
which give the Commission authority 
to fix rates charged for “power gen- 
erated by the use of water in 
which the state has a proprietary right 
or interest,” the right to fix which 
rates being expressly reserved to the 
state of New York in every license for 
the development and sale of power 
granted under Art. XIV of the Con- 
servation Law. Section 615 defines 
the persons to whom and the purposes 
for which the licenses are to be issued. 
likewise, requires li- 


This section, 
censes to be issued giving full state 
regulation of and jurisdiction over 
power developed from waters “in 
which the state has a proprietary right 


or interest.” The Commission has, 
therefore, taken the position that the 
power company is actually only a li- 
censee as far as its use of the waters 
of the Niagara river are concerned; 
that the state has a proprietary inter- 
est in the particular waters used to 
develop the power sold to the Alum- 
inum Company, and finally, that all 
contracts between the power company 
and the Aluminum Company for the 
sale of power are subject to abroga- 
tion by the Commission. 

In analyzing these contentions it is 
necessary to take into consideration 
the history of the relationship be- 
tween the power company and the 
Aluminum Company. Mechanical 
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power is supplied to the Aluminum 
Company pursuant to certain provi- 
sions in five leases, one of which was 
dated 1895; two, 1899; one, 1905; 
and one, 1922. The later leases, in 
substance, extend the expiration dates 
of the earlier ones. The essence of 
the contractual relations between the 
power company and the Aluminum 
Company, accordingly, dates back 
from the last part of the Nineteenth 
Century. When the leases were first 
entered upon between the predecessors 
of the two corporations, the canal 
from which the power in question is 
developed was owned by the predeces- 
sors of the power company, pursuant 
to Chap. 477 of the Laws of 1893 
and Chap. 968 of the Laws of 1896. 
The first of these chapters authorized 
the Niagara Falls Power Company to 
sell and furnish the waters of the 
Niagara river to any public body or 
private person. The second limited 
the use of the waters to the amount 
which could be carried in a canal 100 
feet wide, and 14 feet deep, provided 
this diversion did not affect the prac- 
tical navigability of the Niagara river. 
Subsequently, in 1918, Chaps. 596 
and 597 of the Laws of that year pro- 
vided that for all water used over 
and above the rate of 15,100 cubic feet 
per second in the canal, the power 
company would have to pay rent. 
These chapters, accordingly, recog- 
nized the basic exclusive right of the 
power company to the particular wa- 
ters in the canal but limited the 
amount which could be used without 
the paying of rental to the state. Ac- 
cordingly, prior to the enactment of 
Art. XIV of the Conservation Law 
(including §§ 615 and 621) in 1921, 
the contracts between the power com- 
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pany and the Aluminum Company 
were in full force and effect and were 
based upon exclusive water rights 
granted the power company by the 
state of New York, which rights were 
recognized even when a restriction re- 
quiring payment of rent was imposed 
in 1918. 

This viewpoint, furthermore, has 
been adopted by the court of appeals 
and is clearly set forth in Niagara 
Falls Power Co. v. Water Power & 
Control Commission (1935) 267 NY 
265, 196 NE 51. That case denied 
the power company’s right to draw 
20,000 cubic feet per second but af- 
firmed its right to 15,100 cubic feet 
per second. It is true, as contended 
by the Commission herein, that the 
decision went against the power com- 
pany. It went against the power com- 
pany, however, only to the extent of 


fixing a rental rate for the extra water 
used. There was no holding that the 
state had a proprietary interest in the 
particular waters used by the power 


company in its canal. To the con- 
trary, the rights of the company to 
use the waters and make contracts rela- 
tive thereto were upheld. 

[1,2] Accordingly, the Public 
Service Commission, in the case at 
hand, is in the position of endeavoring 
to compel the power company to 
breach its contract with the Aluminum 
Company under authority of a law 
enacted many years after the contract 
had been entered upon, and which law, 
furthermore, limits its authority to 
waters in which the state has a propri- 
etary interest, a situation which does 
not exist here. Upon the first of these 
points, abrogation of the existing con- 
tract would have been unconstitutional 
even had the legislature desired to so 
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abrogate it, and there is nothing jn 
the pertinent sections of the Conserya. 
tion Law that indicates that it so de. 
sired. Such abrogation would clearly 
have violated the Fourteenth Ament. 
ment to the Constitution of the United 
States. It is no argument that the 
manner in which the power company 
has associated the rest of its business 
with the public interest brings the 
Aluminum Company’s contract into 
the “public” category and subject to 
rate regulation. The contract in ques- 
tion is still “private” regardless of the 
other interests of the Power Com- 
pany. See Miller v. Clary (1913) 
210 NY 127, 103 NE 1114, LRA 
1918E 222, Ann Cas 1915B, 872. 
Accordingly, the authority under 
which the Public Service Commission 
seeks to abrogate the contract would 
be invalid even if it were intended to 
cover the situation such as exists here. 

There is also, of course, the point 
that, regardless of existing contracts, 
Art. XIV of the Conservation Law 
does not apply here because the state 
has no proprietary interest in the wa- 
ters in the power company’s canal 
which are used to generate the power 
in question. Argument upon. this 
point is disposed of by the case of In- 
ternational Paper Co. v. United States 
(1931) 282 US 399, 75 L ed 410, 51 
S Ct 176, in which it was squarely 
held that the waters in question were 
exclusively the property of the power 
company and that the company owned 
the water rights under consideration 
to the fullest extent that the laws of 
New York could make it the owner. 
In that case, Mr. Justice Holmes de- 
livered the opinion of the court and 
said at p. 404 of 282 US: “The 
Niagara Falls Power Company by 
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private grant to it, letters patent from 
the state of New York and acts of the 
legislature of that state, was the owner 
so far as the law of New York could 
make it owner of land and water 
rights on the American side of the 
river above the falls. Included in 
them was a power canal through 
which the power company was au- 
thorized to divert 10,000 cubic feet 
per second, at the time of the alleged 
taking. From this canal the petition- 
er, the International Paper Company, 
was entitled, by conveyance and lease, 
to draw and was drawing 730 cubic 
feet per second,—a right that by the 
law of New York was a corporeal 
hereditament and real estate.” 

While it has been determined that 
the power company has no right to 
take water in excess of 15,100 cubic 
feet per second without paying an 
equitable rental for the excess (Niag- 
ara Falls Power Co. v. Water Power 
& Control Commission, supra), that 
amount which it may take under its 
grants is far in excess of the amount 
which it has contracted to furnish the 
Aluminum Company. 

[8, 4] The order of the Public 
Service Commission not only violates 
the Constitution, but it is apparent that 
the authority (e. g. § 621 of the Con- 
servation Law) under which it pur- 
ported to grant the order does not 
apply to the instant situation. Other 
bases of authority, including Subdiv. 
14 of § 66 of the Public Service Law 
and Chap. 596 of the Laws of 1918, 
were urged in the argument herein. 
They were not, however, relied upon 
by the Commission in its order, and 
they were quite properly disregarded 
there as being without merit. The 
sole transaction involved herein is 


109 


the sale of mechanical power by one 
private corporation to another pursu- 
ant to contracts of many years’ stand- 
ing. There is nothing in the laws of 
the state of New York to confer rate- 
fixing authority for this sale of power 
upon the Public Service Commission. 

The orders of the Public Service 
Commission of October 18, 1938, 25 
PUR(NS) 485, and May 23, 1939, 
should be annulled, with $50 costs. 

Determination annulled, with $50 
costs and disbursements on_ the 
grounds that the Public Service Com- 
mission has no jurisdiction to make 
the order. 


Crapser and Foster, JJ., concur. 


Hirt, P. J., dissents, in an opinion, 
and votes to annul that portion of the 
order which requires the Niagara 
Falls Power Company to fix the rate 
and to remit the proceeding to the 
Public Service Commission for the 
fixing of a rate by that body. 


Buss, J., dissents, and votes to con- 
firm the determination of the Public 
Service Commission. 


Hitt, Presiding Justice, dissent- 
ing : 
The Public Service Commission, 
purporting to act under the Conserva- 
tion Law (§ 621) and the Public 
Service Law (§ 66, subdiv. 14) has 
directed the Niagara Falls Power 
Company to file a classification con- 
taining a schedule of rates covering 
the charges made for power to be fur- 
nished to Aluminum Company of 
America. The former company will 
be referred to as “Power” and the 
latter as “Aluminum.” In Power’s 
brief it is recited that Aluminum has 
made it a party to this proceeding un- 
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der Art. 78, Civil Practice Act, for a 
review of the above order, but that it 
did not file an answer and regards its 
status as in the nature of amicus 
curiae. 

It is the contention of Aluminum 
that it purchases mechanical power 
developed by falling water in which 
the state has no proprietary interest 
and therefore the purchase is not sub- 
ject to the Conservation Law (§ 621). 
That the power is delivered under con- 
tracts with Power and as an appur- 
tenant to about four acres of leased 
land upon which Aluminum has erect- 
ed its manufacturing plant on the 
brink of the high bank below Niagara 
Falls, and that the leases are not con- 
tracts under which electric energy is 
purchased but are grants of land and 
appurtenant water power and are not 
within the jurisdiction of the Com- 
mission under the Public Service Law 
(§ 66). The terms of the contract 
between Power and Aluminum are 
contained in five instruments in form 
leases, one made in 1895, two in 1899, 
one in 1905, and the last in 1922. The 
1905 and 1922 contracts expire in 
1967 and the first of these modifies 
and changes the expiration dates of 
the earlier ones from 1921 to 1967. 
Some of the contracts enumerated 
were entered into between predeces- 
sors of Power and the predecessor of 
Aluminum, but at this time the cor- 
porations named are the contracting 
parties. 

During the first quarter of the last 
century, the state of New York, by 
letters patent and for a valuable con- 
sideration, granted lands along the 
American side above the falls of the 
Niagara river to Power’s predeces- 
sors in title. The descendants of 
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these patentees and grantees in 185 
conveyed to one Brant, lands adjacent 
to the river above the falls upon which 
Port Day, the intake now used, js 
located, and a strip of land where the 
canal has been dug that conducts wa- 
ter from the river to the high bank 
adjacent to the gorge below the falls: 
also lands of considerable extent along 
the edge of the high bank where Alum- 
inum’s plant and other structures now 
stand. The state of New York, in 
1886 and 1893, granted land in the 
river bed adjacent to Port Day, the 
title to which is now held by Power. 
From Port Day waters flow along the 
canal built in 1853 and through a tun- 
nel constructed in 1923 into basins and 
forebays on the brink of the bank 
about two hundred feet above the 
level of the river in the gorge. Power 
is generated by means of penstocks 
connecting the water storage at the top 
of the bank with turbine water wheels 
at the bottom, substantially at level 
of the river. There are now 21 tur- 
bines all housed on the east side of 
Power’s building located at the wa- 
ter’s edge and designated Stations 3-A, 
3-B, and 3-C. A shaft from each 
extends through a concrete wall into 
the westerly portion of the building 
where each shaft is attached to two 
electric generators. The portion of 
the building designated Station 3-A 
is the most northerly. It contains 15 
turbines, the property of Power, and 
each is coupled to two generators. 
The shafts of five of the most north- 
erly of the turbines located in Station 
3-A connect with ten generators, the 
property of Aluminum. These de- 
velop electric energy which is conduct- 
ed by bus bars through Power’s tun- 
nel to Aluminum’s plant at the top of 
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the bank. There it is used for power 
and in the reduction and fusion of 
metals and alloys. Power sells electric 
energy from the generators which it 
owns and which are located in other 
portions of the three stations, to vari- 
ous customers other than Aluminum. 
The present plant and equipment of 
these parties which has been described 
briefly differs markedly, of course, 
from that used when the first agree- 
ment was made in 1895 and which 
provided: “Said party of the first 


part (Power’s predecessor) has 


agreed to and hereby does lease unto 
the said second party (Aluminum’s 
predecessor) and said second party 
has agreed to and hereby does take 
from said first party 20,000 square 
feet of said first party’s land located 
on top of the high bank of the Niag- 


ara river. The term was 
twenty-five years and the rental $2.50 
per foot frontage on a railroad switch 
that ran through the land. Quoting 
further from the contract: “And it 
is further agreed that said party of 
the first part will proceed with all rea- 
sonable dispatch, by ordinary meth- 
ods, to prepare plans and put in and 
erect upon the lower bank of said 
Niagara river such flumes, penstocks, 
pits, turbine wheels, and other appli- 
ances constituting a water power plan, 
together with buildings for the ac- 
commodation of the same with which 
to furnish to said second party me- 
chanical power for at least 3,000 
horsepower in electrical power, and 
to keep said water-power plant in re- 
pair during the continuance of this 
lease. Said first party will pro- 
vide in its buildings suitable space for 
the erection of dynamos by which to 
supply the electrical power for said 
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second party to the extent of 3,000 
horsepower. Said second 
party shall and will at its own cost and 
expense procure and erect on said 
foundations such dynamos as it may 
elect, together with such appliances 
for connecting said dynamos with the 
turbine shafts of said first party as it 
may deem suitable, and shall also con- 
duct at its own cost and expense the 
electricity and electrical power devel- 
oped to the buildings to be 
erected by said second party on the 
upper bank. The mechanical 
horsepower for which the party of 
the second part agrees to pay $11 
per horse power per annum, is to be 
measured or ascertained as developed 
on the shafts between the turbines and 
the dynamos. ” Tt may not 
be said that this agreement drawn 
many years in advance of the Public 
Service Law was phrased to evade 
that statute, which gives the Commis- 
sion jurisdiction concerning sales of 
electric energy, by distinguishing be- 
tween mechanical power developed on 
the turbines belonging to Power and 
measured on their shafts and the 
electric energy developed by Alum- 
inum’s generators. Some of the later 
leases involve other lands and addi- 
tional power generated in a new loca- 
tion, but they each carry out the gen- 
eral terms of the quotations. 

The reason for the Commission’s 
interest in this rate proceeding is on 
behalf of the state as it is expected that 
it will result in a reduction of rates to 
purchasers and consumers of Power’s 
electric energy. That company is en- 
titled only to a reasonable return on 
the fair value of the property used and 
useful in the public service, and if the 
price paid by Aluminum is increased, 
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other rates should be correspondingly 
decreased. The opinion of the Com- 
mission contains a schedule under a 
heading, “Comparison between cost of 
mechanical power furnished under 
contracts and computed cost of equiva- 
lent electric power if supplied under 
filed schedules in effect at the time.” 
I will give only two of the ten years: 
“Charge 


pursuant to 
schedule 


$982,884 
942,596 


Pursuant to 
contract 
$416,532 

357,724 


Difference 


$566,352 
584,872” 


1928 
1936 
While Power is rationed as to earn- 
ings permitted, it doubtless would wel- 
come the increased revenue. As to 
that issue it and Aluminum are at 
variance because of self-interest, as it 
would result in increased cost to 
Aluminum which asserts its right to 
buy at the lower rate under the ancient 
grants, contracts and agreements. 
Each of the corporations has an in- 
terest in common in connection with 
Power’s title to the use of the waters 
and the lands of the freehold and land 
under water at Port Day. Power be- 
cause its right to exist is involved, and 
Aluminum that of any tenant or 
grantee in connection with a claimed 
flaw in the landlord’s or grantor’s title. 
The unanimous opinion of the 
Commission asserts that the Conser- 
vation Law (§ 621) gives jurisdiction 
to the Commission to fix rates un- 
der the Public Service Law (§ 66). 
Thereunder it is necessary that the 
state have a “proprietary right or in- 
terest” in the waters diverted for the 
development of the power. In op- 
position it is argued that the state has 
no “proprietary right or interest” in 
the waters diverted but that Power 
is “the owner so far as the law of 
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New York could make it owner of 
land and water rights on the Americar 
side of the river above the falls,” as 
was written by the late Justice Holmes 
(International Paper Co. v. United 
States (1931) 282 US 399, 404, 75 
L ed 410, 51 S Ct 176) concerning 
the petitioner’s title to leasehold prop- 
erty in a proceeding commenced by 
the lessee of one of the corporations 
now merged in Power against the 
United States to recover compensation 
“for property rights in water of the 
Niagara river” taken for war pur- 
poses by the United States under its 
right of eminent domain. Power as- 
serts title to the land in the river bed 
adjacent to Port Day, granted it by 
the state. “The power of the legis- 
lature to grant land under navigable 
waters to private persons or corpora- 
tions for beneficial enjoyment has 


been exercised too long and has been 
affirmed by this court too often to be 
open to serious question at this late 


day. Lansing v. Smith (1829) 4 
Wend. (NY) 9, 21 Am Dec 89; 
People v. New York & S. I. Ferry Co. 
(1877) 68 NY 71; Langdon v. Mayor 
of New York (1883) 93 NY 129.” 
Long Sault Develop. Co. v. Kennedy 
(1914) 212 NY 1, 8, 105 NE 849, 
851, Ann Cas 1915D, 56. “Grants 
to the owners of the adjoining up- 
lands, either for beneficial enjoyment 
or for commercial purposes, have long 
been authorized, and recognized as one 
of the uses to which the state may law- 
fully apply such lands.” Coxe v. 
State (1895) 144 NY 396, 407, 39 
NE 400, 402. The taxing authorities 
of the state assessed as real property 
the land under the river near Port 
Day and as a corporeal hereditament 
and real property the right which one 
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of the predecessors of Power received 
from the legislature (Laws 1896, 
Chap. 968) “‘to take, draw, use and 
lease and sell to others to use the wa- 
ters of Niagara river for domestic, 
municipal, manufacturing, fire, and 
sanitary purposes, and to develop pow- 
er therefrom for its own use and to 
lease and sell to others to use for,” 
etc. People ex rel. Niagara Falls Hy- 
draulic Power & Mfg. Co. v. Smith 
(1902) 70 App Div 543, 545, 75 NY 
Supp 1100, affirmed (1903) 175 NY 
469,67 NE 1088. “The right to the 
use of the water of a flowing stream, 
navigable or unnavigable, arises by 
mere operation of law as incident to 
the ownership of the bank, and is a 
part of the estate of its owner. Lyon 


v. Fishmongers’ Co. (1876) Law Rep 
1 App Cas (Eng) 662; Sisson v. 
Cummings (1885) 


35 Hun 22; Webb 
v. Portland Mfg. Co. (1838) Fed 
Cas No. 17,322, 3 Sumn. 189; Danes 
v. New York (1916) 219 NY 67, 113 
NE 786; Duckworth v. Watsonville 
Water & Light Co. (1910) 158 Cal 
206, 216, 110 Pac 927; Washington 
Ice Co. v. Shortall (1882) 101 Ill 46, 
40 Am Rep 196.” United Paper 
Board Co. v. Iroquois Pulp & Paper 
Co. (1919) 226 NY 38, 46, 123 NE 
200, 203. The doctrine quoted from 
the Iroquois Case has been the unques- 
tioned law of this state since the deci- 
sion in Rumsey v. New York & N. E. 
R. Co. (1892) 133 NY 79, 30 NE 
654, 15 LRA 618, 28 Am St Rep 600, 
which overruled Gould v. Hudson 
River R. Co. (1852) 6 NY 522, and 
other earlier cases. Trustees of Free- 
holders & Commonalty of Brook- 
haven v. Smith (1907) 188 NY 74, 
80 NE 665, 9 LRA(NS) 326, 11 
Ann Cas 1. The right of one of the 
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predecessors of Power to draw water 
for power purposes is by the law of 
New York, “a corporeal hereditament 
and real estate.” The late Justice 
Holmes, writing in International Pa- 
per Co. v. United States, supra, 282 
US at p. 405. 

The center of the Niagara river is 
the boundary line between the United 
States and Canada, and the diversion 
of water therefrom was, in 1910, the 
subject of a treaty between this coun- 
try and Great Britain. This, the 
highest of all laws, permits 20,000 
cubic feet per second to be diverted 
on the American side. Following the 
legislative authorization for the con- 
solidation of the three power compa- 
nies into the present corporation 
which is designated as Power, the leg- 
islature enacted (Laws 1918, Chap. 
597) “Any new corporation consti- 
tuted by the consolidation 
may reconstruct, alter, enlarge, and 
improve its works, canals, tunnels, 
and plant, or any part thereof, and 
may construct new works, canals, tun- 
nels, and plant, through which it may 
utilize any of such waters. To such 
ends such new corporation may exer- 
cise all the powers heretofore or here- 
after conferred upon either or all said 
corporations so consolidated, provid- 
ed, however, that nothing herein con- 
tained shall authorize such new cor- 
poration to divert from the Niagara 
river any water in excess of the 
amount heretofore authorized by the 
state of New York in respect of the 
corporations so consolidated. Pro- 
vided further that if the corporation 
constituted by such consolidation shall 
divert from the Niagara river for 
power purposes more than 15,100 
cubic feet per second, there shall be 
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reserved to the state the right to 
charge an equitable rental therefor 
in such amount and in such manner 
as shall hereafter be provided by 
law.” 

Niagara Falls Power Co. v. Water 
Power & Control Commission (1935) 
267 NY 265, 196 NE 51, 52, is the 
only decision cited in the opinion of 
the Commission. There the Commis- 
sion had fixed an equitable rental of 
50 cents per horsepower for 4,400 
cubic feet per second which had been 
taken in addition to the 15,100 cubic 
feet per second mentioned in the 
1918 statute. For the 500 cubic feet 
per second remaining to bring the 
total diversion up to the quantity per- 
mitted under the treaty, the Commis- 
sion fixed $5 per horse power as the 
equitable rental. The case went to 
the court of appeals on a certified ques- 


tion, ““Was the charge of $5 per horse 
power as imposed by the Commission 
in excess of the power of the Commis- 
sion under the statute prescribing an 
equitable rental, under the evidence 


presented in this proceeding?” The 
Conservation Law (§ 616) requires 
each licensee of power sites and lands 
“the title to which is vested in the 
state” to pay “‘an annual charge meas- 
ured by a fair rental value thereof.” 
The court determined that § 616 did 
not apply, but that Chap. 597 of the 
Laws of 1918, implemented by § 614, 
subdiv. 13, did. The latter provides: 
“13. Shall have the power to fix and 
determine, after a hearing held upon 
notice to the parties interested, the 
amount of an equitable rental, which 
is hereby charged pursuant to the res- 
ervation made by Chap. 597 of the 
Laws of 1918, for the diversion, as 
specified in such chapter, of water 
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from the Niagara river in excess of a 
daily diversion at the rate of 15,100 
cubic feet per second, and which shall 
be fixed in like manner as if the ap- 
plication was made for a license under 
the provisions of this article before 
the water was used, and the people of 
the state may sue for and collect in be- 
half of the state such rental as so fixed 
and determined.” The opinion states 
(267 NY at p. 276, 196 NE at p. 
55): “The word ‘rental’ is by no 
means limited or intended to be used 
in connection with real estate or lands, 
tenements, and hereditaments con- 
veyed by the state. It has reference 
to a rental charge for the use of wa- 
ter, and such is its meaning in Chap. 
597.” However, the opinion says 
concerning the state’s proprietary in- 
terest (267 NY at pp. 277, 278, 196 
NE at p. 56): “The power company 
contends that the state has no proprie- 
tary interest in the sites. How great 
is the state’s proprietary interest in 
these sites in the navigable Niagara 
river it is unnecessary to determine, 
since the state has a valid claim to an 
equitable rental for this fraction of 
the total amount of water diverted, 
based upon the acceptance of the pro- 
visions of the Law of 1918 (Chap. 
597).” Relying solely upon that au- 
thority, the Commission has assumed 
jurisdiction under § 621 of the Con- 
servation Law, to regulate and fix rates 
upon the theory that the court of ap- 
peals has said that the power is de- 
veloped from waters “in which the 
state has a proprietary right or in- 
terest.” 

The order of the Commission. 
drawn apparently from the form used 
to fix rates for the sale of electricity 
under the Public Service Law (§ 66, 
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subdiv. 14), directs and requires Pow- 
er “to file an amendment to 
its tariff schedule providing a service 
classification appropriate to and cov- 
ering the service furnished by it to 
Aluminum Company of America and 
containing a schedule of rates for such 
services, and that on and after the ef- 
fective date of such service classifica- 
tion, all charges to the said Aluminum 
Company of America shall be in ac- 
cordance with such classification.” A 
breach of the contract between Pow- 
er and Aluminum should not be re- 
quired as a by-product of a rate pro- 
ceeding. These corporations have 
large property rights and are subject 
to obligations of which common-law 
courts have jurisdiction. The Con- 
servation Law (§ 621) grants juris- 
diction to the Commission “to regulate 
and control the use and distribution of 
all power generated by the 
use . . . Of any waters of the state 
in which the state has a proprietary 
right or interest, and to fix reasonable 
rates to be charged.” Thereunder the 
Commission is to fix the rates. Power 
should not be directed to violate the 
provisions of its contract with Alumi- 
num. The Commission is not a court 
with general jurisdiction to abrogate 
contract provisions. It may fix rates, 
but the adjustment of the rights of the 
parties under the contract as modified 
is for the courts, if the parties are un- 
able to agree. Section 66 is a part of 
Art. 4 of the Public Service Law. Its 
application is shown by the first sec- 
tion thereof. “§ 64. Application of 
article. This article shall apply to the 

furnishing and transmission of 
dectricity for light, heat, or power.” 
It is neither stated in the opinion nor 
found in the order of the Commission 
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that Power furnishes or transmits elec- 
tricity for light, heat, or power to 
Aluminum. The Conservation Law 
(§ 621) directs that the Commission 
regulate, control, and fix rates when 
water in which the state has a proprie- 
tary interest is diverted and used “for 
power purposes.” This language gives 
jurisdiction whether the power is me- 
chanical or electric. The Commission 
has not classified the power as electric, 
therefore, Art. 4 of the Public Serv- 
ice Law does not apply, and an order 
under § 66 should not have been 
made. 

The request of the Niagara Falls 
Power Company to appear as amicus 
curiz should be granted. Arguments 
are presented that its constitutional 
rights are attacked and that by this 
and other actions and proceedings it 
may be deprived of its property with- 
out due process or just compensation. 
Such issues should not be determined 
by the decision of an administrative 
board of which there is substantially 
no review on questions of fact. New 
York ex rel. Consolidated Water Co. 
v. Maltbie (1938) 303 US 158, 82 
L ed 724, 22 PUR(NS) 136, 58 S 
Ct 506, determined that a plenary ac- 
tion may not be maintained following 
the participation in a rate proceeding 
and a review under Art. 78, Civil Prac- 
tice Act. The Power Company might 
well wish, and should be permitted. to 
test its rights in a plenary action as 
outlined in Crowell v. Benson (1932) 
285 US 22, 60, 76 L ed 598, 52 S Ct 
285; St. Joseph Stock Yards Co. v. 
United States (1936) 298 US 38, 51, 
80 L ed 1033, 14 PUR(NS) 397, 56 
S Ct 720, and other cases. 

A determination should be made 
that the Commission has jurisdiction, 
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under the Conservation Law (§ 621), The order should be annulled and the 
to fix rates, but not to require the Ni- matter remitted to the Commission for 
agara Falls Power Company to do so. the purpose of fixing rates. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Rules, Regulations, and Practices of 
Waterworks Corporations 


[Cases Nos. 8952, 9328.] 


Service, § 193 — Extensions — Water mains — Surcharge basis — Service pipe 
and meter. 


1. The cost of water service pipe and meter should not be included in any 
surcharge for water main extensions, since the expense for such facilities 
should be and normally is included in the regular rates, regardless of 
whether connected to an existing or to a new water main, p. 120. 


Service, § 210 — Extensions — Water mains — Burden of cost — Free distance. 


2. A proposed rule requiring water companies to construct at their own 
expense water main extensions for a length of 100 feet per customer, 
adjustments being made for new customers and for hydrant installation, 
and requiring the customer to pay, in addition to regular rates, a sur- 
charge for main extensions beyond that distance, may properly be changed 
to provide that the companies construct at their own expense only 75 feet 
of main per customer, p. 120. 


Service, § 290 — Mains and pipes — Burden of cost — Facilities within street 
line — Curb limit. 


3. Water service pipes within public street lines instead of merely between 
the curbs should be constructed and maintained at company expense, p. 
p. 121. 


Service, § 290 — Water mains — Rules and regulations — Application to me- 
tropolis. 


4. No basis exists for different rules governing the construction and main- 
tenance of service pipes in a metropolis where the municipality operates 
its water system under rules not considered reasonable by the Commission; 
reasonableness is not measured by what the city authorities do or do not do, 
p. 121. 


[April 30, 1940.] 
| esa as to rules, regulations, and practices of water 


utilities in respect to installation and maintenance of mains, 
pipes, and connections; rules adopted. 


34 PUR(NS) 116 





RE RULES, ETC., OF WATERWORKS CORPORATIONS 


APPEARANCES: Gay H. Brown, 
Counsel, and Arthur H. Pratt, Chief 
Hydraulic Engineer, for the Public 
Service Commission; W. C. Chanler, 
Corporation Counsel (by Harry Hert- 
zoff, Assistant Corporation Counsel), 
New York city, for the city of New 
York; Paul M. Kydd, Jamaica, Presi- 
dent, Jamaica Water Supply Com- 
pany; Daniel J. Kenefick, Buffalo, At- 
torney for Jamaica Water Supply 
Company; E. B. Naylon, New York 
city, Attorney for Long Island Water 
Corporation and Spring Brook Water 
Corporation; C. W. Chenery, New 
York city, President, New York Wa- 
ter Service Corporation ; Griggs, Bald- 
win & Baldwin (by Charles G. 
Blakeslee), New York city, Attorneys 
for Northport Water Company and 
Endicott Water Works Company; 
Lawrence E. Page, Endicott, Secretary 
and Counsel, Endicott Water Works 
Company ; Thayer Burgess, Utica, At- 
torney for Consolidated Water Com- 
pany; H. B. Miles, Utica, Executive 
Vice President and General Manager, 
Consolidated Water Company; E. M. 
Ledden, New York city, Secretary, 
Sea Cliff Water Company; Cullen & 
Dykman, Brooklyn, Attorneys for 
Oak Wood Park Corporation; E. R. 
Vanneman, Albany, Consulting En- 
gineer for the Citizens Water Works 
Company of the town of Highlands, 
Orange county; Monroe & Byrns, At- 
torneys, and J. Edward Mayer, Presi- 
dent, New York city, for the Citizens 
Water Company (Newtown) ; Gustav 
H. Heidgerd, Monsey, Rockland 
county, President, Monsey Water 
Corporation; Thomas F. McDermott, 
Albany, Attorney for Rensselaer Wa- 
ter Company; C. F. Claflin, Rensse- 
laer, Superintendent, Rensselaer Wa- 
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ter Company; S. W. White, Staats- 
burg, Superintendent, Staatsburg Wa- 
ter Company ; W. D. Freer, President, 
R. J. Newson, Vice President, and C. 
H. Dickey, Counsel, New York city, 
for the New Rochelle Water Company, 
and Port Chester Water Works, Inc. ; 
George Duncan, Manager, and George 
W. Creamer, Treasurer, Highland 
Mills, for the Commonwealth Water 
Company; DeForest & Elder (by A. 
C. Leiby), Attorneys, New York city, 
and C. J. Alfke, Spring Valley, Vice 
President, for the Spring Valley Wa- 
ter Works and Supply Company; A. 
W. Cuddeback, New York city, Presi- 
dent, New York Water Supply Cor- 
poration ; Boyd A. Bennett, New York 
city, Vice President, South Bay Con- 
solidated Water Company, and Assist- 
ant Vice President, New York Water 
Service Corporation; H. Herman 
Hitchcock, Cambridge, President, 
Cambridge Water Works Company ; 
Clifford C. Edwards, East Hampton, 
Attorney for the Home Water Com- 
pany; Alfred M. Roberts, Wanakah, 
President, Wanakah Water Company ; 
B. Frank Sandford, Bridge Hamp- 
ton, President, Bridge Hampton Wa- 
ter Company; Lewis S. Parsons, 
Amagansett, Treasurer, Amagansett 
Water Company, Inc.; W. C. Platner, 
Stamford, Treasurer, Prattsville Wa- 
ter Company of Prattsville; Alexan- 
der Russell, Rochester, Vice President 
and General Manager, Rochester & 
Lake Ontario Water Service Corpo- 
ration; R. B. Thomson, Hobart, Di- 
rector, Hobart Water Company; H. 
R. Armitage, Cooperstown, Treasurer, 
Cooperstown Aqueduct Association ; 
Charles B. Johnson, President. and 
Roy J. Dickson, Treasurer, Andes, for 
Andes Water Company. 
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By the Commission : The Commis- 
sion has been considering for some 
time the advisability of promulgating 
rules and regulations regarding the in- 
stallation by waterworks corporations 
under our jurisdiction of service pipes 
and main extensions. 


Services 


A hearing was held on October 28, 
1936, in Case No. 8952, a proceeding 
on motion of the Commission as to 
the rules, regulations, and practices 
of waterworks corporations in respect 
to the installation and maintenance of 
services and connections. At that hear- 
ing the great diversity in practice 
among the water companies in this 
state in regard to installation of serv- 
ices was brought out. It appeared 
that by far the larger number of serv- 
ices had been constructed by the con- 
sumer, who furnished all the material 
and paid for all the work except the 
tapping of the main and insertion of 
the corporation stop which was placed 
by the company which charged a tap- 
ping fee ranging variously from $5 to 
$10. In such cases, it was the prac- 
tice to require the consumer to relay 
the pavement and repair at his own ex- 
pense the street over the service. In 
certain cases, the company laid the 
service pipe and either billed the cus- 
tomer on the basis of cost or charged 
a fee which might be more than the 
actual cost of the work. Other com- 
panies paid the entire cost of construc- 
tion and maintenance of services, but 
some charged a tapping fee. Mainte- 
nance was generally paid for by the 
consumer, if he paid the cost of in- 
stallation. 

It was suggested by the water com- 
panies that progress toward uniform- 
34 PUR(NS) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


118 


ity might be accomplished by confer- 
ring informally with a representative 
of the Commission. Such conferences 
were held at which it was admitted 
that it was better practice for water 
companies to construct and maintain 
service pipes. The New York Water 
Service Corporation, the largest wa- 
ter company in the state, having plants 
and affiliates in the metropolitan dis- 
trict and in the central and western 
part of the state, stated that they would 
be willing to change their practice, to 
construct all services at their own ex- 
pense from the main to the curb box 
and to maintain and reconstruct where 
necessary all existing services within 
the same limits except for the Flat- 
bush plant in Brooklyn. The Consoli- 
dated Water Company of Utica and 
the Jamaica Water Supply Company 
in Queens objected to changing the 
existing practice. 

The representatives of the city of 
New York joined with the companies 
in objecting to any change in the pres- 
ent practice within the city of New 
York, in view of the requirements of 
the New York City Water Depart- 
ment that service pipes should be con- 
structed and maintained by the cus- 
tomer. They announced that the city 
proposed to purchase both of the wa- 
ter plants operating within the city 
but that they would not purchase the 
service pipes, as this would involve a 
different practice in different parts of 
the same city. 


Extensions of Water Mains 


Consideration was also given to ex- 
tensions of water mains to meet the 
needs of prospective customers. This 
matter has come to the attention of 
the Commission from time to time on 
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complaints where waterworks corpo- 
rations are unwilling to lay water pipes 
to serve new customers. 

A number of water companies have 
fled extension rules with their sched- 
yles variously worded but indicating 
the conditions urider which the com- 
panies will finance such extensions and 
providing that the cost of such exten- 
sions beyond the amount provided in 
the rule shall be met by the customer. 
Generally, these rules provide that the 
money advanced by the prospective 
customer will be refunded to him grad- 
ually over a period of years, depend- 
ing upon the amount of water con- 
sumed. There is usually a time limit 
to these refunds and some companies 
provide that, when that time limit has 
expired, ownership in the pipe line 
passes to the water company even if 
part of the contribution has not been 
refunded. There are companies that 
have received considerable sums from 
customers. 


Proceeding Instituted 


In a memorandum by the Chairman 
dated September 18, 1936, and ap- 
proved by the Commission October 1, 
1936, the Commission said (Case No. 
8952, 1 Am Rep NY PSC 715, 716) : 

“In the treatment of all questions 
relating to capitalization and property 
valuations, the Commission has made 
ita uniform practice to allow no secu- 
rities to be issued for property created 
from funds contributed by consumers 
and to deduct the contributions in de- 
termining the rate base for rate-mak- 
ing purposes. . 

=i The Commission has de- 


ducted from the value of such prop- 
erty the contributions made by con- 
sumers or by the public to bring the 
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property into being, upon the ground 
that it would be rank injustice to re- 
quire the public to pay a return upon 
property which it had once paid for 
and that the utility would thus be giv- 
en a return on what it had provided 
and also upon what others had pro- 
vided.” 

This memorandum also contained 
the recommendation, at p. 719 “that 
proceedings be begun to which all 
of the water companies under the ju- 
risdiction of this Commission be made 
parties to consider and determine 
whether the practices followed by 
many companies and the rate sched- 
ules now on file requiring contri- 
butions to be made by consumers or 
the public before service will be ren- 
dered are reasonable or legally justi- 
fied.”’ 

Subsequently, a set of proposed rules 
and regulations covering both con- 
struction and maintenance of main ex- 
tensions and service pipes were pre- 
pared and Case No. 9328 was insti- 
tuted. 

At the first hearing held November 
19, 1937, the record in Case No. 8952 
was incorporated and it was announced 
that the hearing was held for the pur- 
pose of giving the companies affected 
by the proposed rules attached to the 
order, an opportunity to be heard. 

It was provided in the proposed 
rules 

(1) that the companies be required 
to construct all mains, service pipes, 
and other facilities in public streets; 

(2) that the company should con- 
struct at its own expense water main 
extensions for a length of 100 feet, 
but that beyond that distance the cus- 
tomer should pay in addition to the 
regular rates, a surcharge which should 
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be adjusted for any increase in reve- 
nue on the pipe line in question; and 

(3) that water companies should 

be responsible for the maintenance and 
replacement of all pipes and accesso- 
ries within public streets. 

The water companies were well 
represented at this hearing and many 
objections were made to certain pro- 
visions of the tentative rules. Objec- 
tions were also filed by memoranda 
and letter, and other companies re- 
quested privilege of subsequently fil- 
ing memoranda. The main objections 
to the rules were that: 

(1) The 6 per cent surcharge did 
not make adequate provision for tax- 
es, maintenance, and depreciation ; 

(2) The distance of 100 feet with- 
out surcharge was too long; 

(3) The service pipe provision 
should end at the curb box rather than 
at the street line; and : 

(4) In the city of New York the 
provision concerning service pipes was 
undesirable. 

Permission was again given to sub- 
mit suggestions or further memoran- 
da. 

The Commission considered all of 
the objections and suggestions and 
decided that a revised set of rules 
should be served upon all parties to 
the proceeding. Another hearing was 
held November 1, 1939. At this hear- 
ing, a number of the objections previ- 
ously made were repeated and another 
set of rules suggested by one of the 
larger water companies. 


Discussion 


In all, about 400 pages of testimony 
have been taken in the two proceed- 
ings over a period of three years and 
briefs, memoranda, and letters sub- 
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mitted by various water companies 
have been examined. A further reyj- 
sion has been made and an order 
adopted. 


Installation of Main Extensions 


[1, 2] The extensions of water 
mains is covered principally in Par. 3 
of the rules. It was contended that 
100 feet should not be applied uni- 
formly to all companies because in 
some instances such length might not 
immediately become self-supporting. 
The point was also made that there 
were great variations in the cost of 
constructing mains due to the nature 
of the soil and particularly to the 
greater expense of excavation where 
rock is encountered. It was also con- 
tended that the surcharge allowed was 
insufficient. It was originally sug- 
gested that 6 per cent should be used, 
but in the last draft the rate was in- 
creased to 9 per cent. 

The principal objectors to the 100- 
foot rule were the New York Water 
Service Corporation and its associated 
companies, which submitted the fol- 
lowing : 

The 100-foot rule to apply only 
when the cost of the facilities does not 
exceed 16% times the estimated net 
revenue to be received from the con- 
sumer. Whenever the cost exceeds 
163 times the net revenue, the appli- 
cant to pay the 9 per cent surcharge on 
the amount in excess of the 16% times 
provision. 

It is to be noted that the proposed 
rule includes the 9 per cent surcharge 
provision, although at the early hear- 
ings the companies had opposed the 6 
per cent. 

A comparison of the 100-foot rule 
with the 16% times rule on the basis 
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of $1.55 per foot, assuming 37 per 
cent for the proportion of gross reve- 
nue for return, an average annual reve- 
nue per customer of $20 and no sur- 
charge upon service pipe and meter, 
shows that the difference between the 
two rules is slight, amounting to only 
$2.85 per customer more by the New 
York Water Service rule. 

There appears to be no reason why 
the cost of service pipe and meter 
should be included in any surcharge 
for extensions, as the expense for such 
facilities should be and normally are 
included in the regular rates, regard- 
less of whether connected to a main 
already laid or to a new main laid un- 
der the new rule. 

If a similar comparison be made, as- 
suming different costs of pipe per foot 
and average annual bills varying from 
$15 to $30, it is evident that the dif- 
ference between the two rules increas- 
es as the unit cost of pipe increases, 
but decreases as the amount of the 
customer’s bill increases. Thus, for a 
$20 average bill at an estimated cost 
of $1.25 per foot for pipe, the sur- 
charge under the New York Water 
Service formula would be less than 
under the Commission rule; and simi- 
larly it would be less for a $25 bill at 
$1.55 per foot and a $32.50 bill at $2 
per foot for pipe. 

It is, of course, obvious that where 
rock is encountered, it would be more 
expensive for the companies than in 
easy digging ; but it should be remem- 
bered that the higher cost of construc- 
tion presumably has been recognized in 
the cost of the existing property and 
reflected in the rates charged ; also that 
where the surcharge is allowed under 
the proposed rule, it is based upon the 
actual cost and that the cost of unusu- 
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ally expensive construction would be 
recognized. In the main, therefore, 
that no injustice would be done to a 
company for extensions in rock exca- 
vation, except in the possible situation 
where the rates of the company were 
based on easy digging and it should 
be suddenly confronted for extension 
in rocky ground. Such contingency 
is very remote. 

A study of the conditions in a num- 
ber of water companies in the state in- 
dicates that the actual linear feet of 
main per customer varies from 36 to 
142. All things considered it would 
appear to be reasonable to reduce the 
100-foot standard to 75. 


Construction and Maintenance of 
Service Pipes 


[3, 4] In the proposed rules, it was 
provided that all service pipes within 
public streets should be constructed 
and maintained at company expense. 
The companies generally objected to 
this provision, but during the past few 
years a number have voluntarily 
changed their rules to include the fur- 
nishing at company expense of service 
pipes. Most of the companies mak- 
ing this change included the furnish- 
ing of service pipe to the curb and not 
to the property line. 

The grounds of opposition were 
that in many cases the street line is not 
well defined ; that the area between the 
property line and the sidewalk is fre- 
quently occupied by customers’ lawns 
and gardens, and by one company in 
particular that the maintenance of the 
sidewalk was the responsibility of the 
abutting owner and that damage suits 
would result from disturbance of the 
sidewalk area by a public utility. 
These objections are not convincing. 
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The property owner should not be re- 
quired to provide or pay for a service 
beyond the area which he owns. It is 
the company’s duty to construct, pro- 
vide, and maintain property in the 
streets. The franchise covers the use 
of public property, not private prop- 
erty. It may well be contended that 
the inhabitants cannot be supplied un- 
less the pipe is laid to their property 
line. 

There is no basis for different rules 
in the city of New York. Reasonable- 
ness is not measured by what the city 
authorities do or do not do. There 
are several respects in which the city 
of New York operates its water sys- 
tem which the Commission does not 
consider reasonable. It makes con- 
sumers pay a year in advance. It de- 
mands 7 per cent interest on delinquent 
accounts. And it makes property own- 
ers and consumers pay for part of the 
water system that is not on their prop- 
erty but on the city’s property—the 
public streets. The rules, marked Ap- 
pendix A hereto, are reasonable and 
proper. 


Commissioner Lunn not present. 


Appendix A 


Rules Relating to the Installation of 
Mains, Services, Connections, and 
Facilities and Extensions of Water- 
W orks Corporations 
1. All waterworks corporations sub- 

ject to the jurisdiction of this Com- 

mission shall hereafter furnish, place, 
construct, operate, maintain, and when 
necessary replace at their own cost and 
expense all mains, service pipes, serv- 
ice connections, and other facilities 
within the territorial limits of any 
street, avenue, road, or way that is 
34 PUR(NS) 
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for any highway purpose under the 
jurisdiction of the legislative body of 
any city, town, village, county, or the 
state of New York. 

2. Upon written application of the 
owner or occupant of any property 
abutting on any such street, avenye. 
road, or way within 75 feet of any 
main of a waterworks corporation, 
such waterworks corporation shall 
furnish, place, and construct at its own 
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cost and expense such mains, service dia 
pipes, service connections, and facili- a | 
ties as are necessary to render the sery- ex 
ice requested. Said cost and expense wi 
shall include the amounts paid to goy- 2 
ernmental authorities for permits to th 








do the work required and all paving 
charges for the repair or replacement 
of the street or sidewalk which may be 
disturbed in the course of such instal- 
lation that are legally imposed by any 
governmental authority. 





























3. Whenever an owner or occupant 
of any property abutting on any street, 
avenue, road, or way as hereinbefore 
defined in which there is no water main 
within a distance of 75 feet from said 
property makes a written application 
for service to the waterworks corpora- 
tion having authority to render serv- 
ice to said applicant, such corporation 
shall extend its system so as to serve 
said property, provided (1) that said 
applicant shall first have assured said 
corporation that he will be a reason- 
ably permanent customer, (2) that he 
shall first have executed an agreement, 
the terms of which shall provide sub- 
stantially as follows: 

a. Applicant shall agree to pay to 
said corporation the rates charged to 
customers served under Par. 2 above 
and in addition a surcharge of 9 per 
cent (return, depreciation, taxes, and 
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maintenance) per year of the actual, 
reasonable cost of such portion of said 
main extension (excluding the cost of 
any service pipe and accessories) that 
is in excess of 75 feet distance from 
the end of the nearest water main in 
said street if the size of said extension 
be 6 inches or less in nominal diame- 
ter or 9 per cent of the estimated cost 
of a 6-inch main if said corporation 
lays a main greater than 6 inches in 
diameter; provided, however, that if 
a hydrant be connected to said main 
extension, the amount of main allowed 
without surcharge shall be increased 
20 feet for each hydrant connected 
thereto; said surcharge to be paid rat- 
ably at the end of each quarter or six- 
months’ period ; 

b. Whenever more than one custom- 
er shall be connected to said extension, 
said surcharge shall be so adjusted as 
to yield to said corporation not more 
than said 9 per cent in any one year 
from all customers served from said 
extension and said surcharge shall be 
reasonably allocated to the several cus- 
tomers served from said extension, 
taking into account that 75 feet of 
main and a service are to be allowed 
without surcharge for each customer 
and 20 feet of main allowed without 
surcharge for each hydrant connected 
thereto ; 

c. Whenever the number of custom- 
ers on a main extension multiplied by 
75 feet plus the number of hydrants 
on the same extension multiplied by 
20 feet shall equal or exceed the length 
of the main extension, or whenever the 
total revenue in one year from all cus- 
tomers on the main extension shall ex- 
ceed one-fourth of the actual reason- 
able cost of said main extension if the 
size of the said extension be 6 inches 
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or less in nominal diameter or the es- 
timated cost of a 6-inch main if said 
corporation lay a main greater than 
6 inches in diameter, said cost to be as 
hereinbefore defined, all surcharges 
shall cease; and no surcharge shall be 
imposed if the total estimated revenue 
in one year shall exceed one-fourth of 
said cost as defined in this paragraph; 
and (3) that he shall first have fur- 
nished reasonable security as to per- 
formance of his agreement if so re- 
quired by said waterworks corpora- 
tion. 

4. That portion of the service pipe 
without the limits of a street, avenue, 
road, or way as hereinbefore defined 
shall be provided, placed, constructed, 
and maintained by the property owner 
or the customer, but in accordance with 
such reasonable specifications for the 
construction and maintenance thereof 
as may be filed in the tariff schedules 
of said waterworks corporation. 

5. Whenever, at the request of an 
owner or occupant, a service pipe is 
provided through which service is not 
immediately desired, said property 
owner or occupant shall bear the en- 
tire reasonable expense of providing, 
placing, and constructing the service 
pipe and accessories, but he shall be 
entitled to a refund whenever water 
service is begun for such part of the 
expense as the waterworks corporation 
is hereinbefore required to assume. 
Such refund shall be the cost of said 
service pipe and accessories, less depre- 
ciation at the rate of 3 per cent per 
annum for the period which said pipe 
has been in the ground. 

6. All waterworks corporations 
shall hereafter be solely responsible 
for the maintenance and replacement 
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of all mains, service pipes, and facili- 
ties placed within a street, avenue, 
road, or way as hereinbefore defined 
used by said waterworks corporations 
for supplying water to its customers; 
and if adequate maintenance requires 
the reconstruction or replacement of 
such mains, service pipes, and facili- 
ties, said mains, service pipes, and fa- 
cilities shall be reconstructed or re- 
placed by the waterworks corporation 
responsible for maintenance as here- 
inbefore provided. However, replace- 
ment or reconstruction of mains and 
service pipes less than 2 inches in di- 
ameter in excess of 75 feet in length, 
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heretofore installed and privately 
owned, shall be governed by the provi- 
sions of Rule 3 hereof. 


7. Every waterworks corporation 
under the jurisdiction of this Commis- 
sion shall include in its tariff schedules 
provisions carrying out the require- 
ments of these rules and regulations. 

8. If any waterworks corporation 
is of the opinion that any of the rules 
hereinbefore set forth due to special 
facts or circumstances are unjust or 
unreasonable, it may make application 
to the Public Service Commission for 
a modification of such rule or regula- 
tion. 
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Moore & Thompson Paper Company 







COURT. WINDHAM 


Bellows Falls Hydro-Electric Corporation 


[No. 1121.] 
(— Vt —, 13 A(2d) 190.) 
Orders, § 1 — Finality — Effect of later petition. 


1. The filing of a petition for a supplemental order does not change the 
final nature of an earlier order which became final after expiration of the 


time for appeal, p. 125. 


Commissions, § 53 — Powers of members — Change in personnel — Supple- 


mental orders. 


2. Members of a Commission who have signed a final order after ceasing to 
be members of the Commission, pursuant to a statute authorizing retiring 
Commissioners to conclude a case and sign findings and orders, are dis- 
qualified to act in the matter of issuing an amendatory order after the 





original order became final, p. 125. 








Orders, § 5 — Validity — Acts of retired Commission members. 


3. An order made and filed by the old Commission after two members 
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have ceased to be members of the Commission and have been disqualified 
to act is void and of no force or effect, p. 125. 


[May 7, 1940.] 


|. ee from order of Commission amending an order fixing 
the price for electricity; amended order vacated and cause 
remanded. 


ApPpEARANCES: Gibson & Gibson, 
of Brattleboro, for appellant ; Geo. H. 
Thompson, of Bellows Falls, for ap- 
pellee. 


STURTEVANT, J.: 

[1-3] Moore & Thompson Paper 
Company of Bellows Falls, hereinafter 
called the paper company, brought its 
petition to the Public Service Commis- 
sion, praying it, upon due hearing, to 
find and establish a reasonable rate to 
be paid by the petitioner to the Bellows 
Falls Hydro-Electric Corporation, 
hereinafter referred to as the electric 
company, for electric power furnished 
and to be furnished by it to said paper 
company. Full hearing was had upon 
this petition in February and March of 
1938. At this time the three members 
of the Commission were Stephen S. 
Cushing, chairman, Geo. A. Campbell 
and Milo C. Reynolds. In April, 
1938, said Cushing resigned as a mem- 
ber of said Commission, having been 
appointed a superior judge. He was 
succeeded as chairman of the Commis- 
sion by E. B. Cornwall. Said Camp- 
bell’s term of office expired February 
1, 1939, and he was succeeded by Wil- 
liam H. Darrow. The Commission 
as made up when said hearing was had 
in February and March of 1938 is 
hereinafter referred to as the old Com- 
mission as distinguished from the 
Commission as made up after Feb- 


ruary 1, 1939, which is hereinafter 
referred to as the new Commission. 

On February 15, 1939, the old Com- 
mission filed its findings as to said pe- 
tition and on the same day made and 
filed its order fixing what is therein 
stated to be a reasonable price for 
electric power furnished by petitionee 
to petitioner. Although changes in 
the membership of the Commission be- 
tween the times of hearing and filing 
of said order occurred as above stated, 
this order was properly filed by the old 
Commission by authority of P.L. 
§ 6054 which so far as here material is 
as follows: “. . . When a Com- 
missioner, who hears all or a substan- 
tial part of a case, retires from office 
before such case is completed, he shall 
remain a member of the Commission 
for the purpose of concluding and de- 
ciding such case, and signing the find- 
ings, orders, decrees, and judgments 
therein.” 


No appeal was taken from said or- 
der filed by the old Commission. 

On March 4, 1939, the electric com- 
pany filed a petition praying “. ‘ 
that the Commission issue a supple- 
mental order amplifying and supple- 
menting its order in the case dated 


February 15, 1939,. . .” in respect 
to matters as therein stated. On July 
6, 1939, citation was issued directing 
the paper company to appear on Au- 
gust 15, 1939, and show cause why 
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said order should not be amended in 
respect to matters as therein stated. 
On August 15, 1939, the parties ap- 
peared before the old Commission, 
each being represented by its counsel. 
While no evidence was taken at this 
time, there was a considerable discus- 
sion concerning matters mentioned in 
the citation and at the close of this the 
old Commission made and filed an or- 
der dated August 15, 1939, purporting 
to amend said order of February 15, 
1939, as to matters mentioned in the 
citation. The case is here upon the 
paper company’s exceptions to this 
amended order. 

The first question briefed by the 
appellant is its claim that at the time 
the alleged order in question was 
made, August 15, 1939, Cushing and 
Campbell were not members of the 
Public Service Commission and were 
not qualified to act in said matter and 
that said alleged amended order is, 
therefore, void. 

The original petition in this case 
was brought by the paper company in 
accordance with the provisions of P. 
L. Chap. 260. Public Laws, § 6455, 
a part of this chapter, sets forth the 
procedure to be followed when such a 
petition is brought and after making 
provision for notice to parties and the 
fixing of the time and place of hearing, 
this section further provides: “ : 
At which time and place, the Commis- 
sion shall hear the parties and their 
witnesses and such other evidence as 
they may offer, and determine the 
facts and thereupon make such order 
and decree thereon as the law and jus- 
tice require, which order shall be final 
unless appealed from.” 

Public Laws, §§ 6064 and 1321 fix 
the time for taking an appeal from an 
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order or decree of the Commission at 
twenty days from the time when same 
is filed. 

Public Laws, § 6054 states that the 
Public Service Commission shall con- 
sist of three persons. Public Laws, 
§ 6058 provides that two Commission- 
ers shall constitute a quorum for the 
transaction of any business. 

The order of February 15, 1939, 
was a final order in the sense that an 
appeal might have been taken from it, 
This not having been done, it remained 
a final order after the time for an ap- 
peal had expired, in accordance with 
provisions of Public Laws, § 6455 
hereinbefore set out. To hold that the 
filing of the petition March 4, 1939, 
by the electric company made this 
something other than a final order 
would be to nullify this statute. What 
might have been the result had the 
Commission taken any action looking 
toward withdrawing or striking off of 
the order of February 15, 1939, before 
the time for taking an appeal there- 
from expired is not before us. No 
such action was taken. Since this or- 
der was final, it disposed of the merits 
of the case and settled the rights of 
the parties upon the issues made by 
the pleadings. Nelson v. Brown 
(1887) 59 Vt 600, 601, 10 Atl 721; 
Beam v. Fish (1933) 105 Vt 96, 97, 
163 Atl 591. 

The case having been disposed of 
by the final order of February 15, 
1939, it follows from the provisions 
of Public Laws, § 6054 as hereinbe- 
fore stated, that both Cushing and 
Campbell were disqualified to act in 
the matter of issuing the order of Au- 
gust 15, 1939, and that same is void 
and of no force or effect. 

The electric company cities Colonial 
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Power & Light Co. v. Creaser (1914) 
87 Vt 457, 89 Atl 472, to the effect 
that the old Commission properly 
signed the order of February 15, 1939. 
No question is made but what this is 
true. That case does not support the 
electric company’s contention as to 
the amended order of August 15, 
1939. The question before us is con- 


trolled by the provisions of Public 
Laws, § 6054 as applied to the facts 
here. For this reason other cases cited 
by appellee are not in point. 

The result is: Amended order dat- 
ed August 15, 1939, is vacated and 
cause remanded. Let Moore & 
Thompson Paper Company recover its 
costs. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Commonwealth Telephone Company 


(2-U-1581.] 


Discrimination, § 181 — Telephone toll rates — Nonstandard charge. 


A nonstandard telephone toll rate from one exchange to another is dis- 
criminatory when the higher standard rate is applied to calls from the other 


exchange to the first exchange. 


[May 17, 1940.] 


F eenenwne for authority to discontinue nonstandard toll 


rates; application granted. 


By the Comission: As the result 
of informal complaint by F. G. Staus, 
assistant cashier of the Pewaukee 
State Bank, the Commission learned 
that a nonstandard toll rate of 5 cents 
on calls from Merton to Pewaukee had 
been discontinued. As a result of 
Commission investigation the Com- 
monwealth Telephone Company on 
March 20, 1940 filed application with 
the Commission for approval of dis- 
continuance of the nonstandard toll 
rate. Because such discontinuance 
would result in a rate increase, a public 
hearing was required. Notice of such 
hearing was issued on April 13, 1940. 
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APPEARANCE: Walter Wellman, 
Rate Engineer, Madison, for Com- 


monwealth Telephone Company. 


The Commonwealth Telephone 
Company owns the Merton exchange 
in Waukesha county and inherited 
from a predecessor company a toll rate 
of 5 cents applicable to calls from Mer- 
ton to Pewaukee. The Pewaukee ex- 
change, also in Waukesha county, is 
owned by the Wisconsin Telephone 
Company. Connecting the two ex- 
changes is an iron wire toll line of 
which 2.7 miles belong to the Com- 
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monwealth Company and 2.5 miles to 
the Wisconsin Company. 

The record discloses that service 
over the line was discontinued on Jan- 
uary 15, 1940, that messages from 
Merton to Pewaukee were thereafter 
routed through the Milwaukee ex- 
change of the Wisconsin Telephone 
Company, and that the standard rate 
of 10 cents for station-to-station calls 
and 20 cents for person to person calls 
was applied. The standard toll rates 
have previously applied on calls from 
Pewaukee to Merton. 

The company representative tes- 
tified that in a one-month period from 
November 21 to December 20, 1939 
inclusive, 88 messages were passed 
from Merton to Pewaukee with a 
gross revenue of $4.40. Of the 88 
calls, the bank of Merton placed 27. 
The representative testified also that 
the line has gradually deteriorated and 
maintenance costs have become exces- 
sive for its limited use. With routing 
of calls by way of Milwaukee the 
standard rates based on air-line dis- 
tances between exchanges were ap- 
plied. 

The failure of Mr. Staus, the orig- 
inal complainant, to appear at the hear- 
ing, the statement of the company wit- 


ness that the change in rate had been 
explained to Mr. Staus to his satis. 
faction, and the failure of anyone tp 
appear in opposition to the applica. 
tion lead to the conclusion that there 
is no objection on the part of the sub. 
scriber public to the proposed change 
in the rate. 

We consider the nonstandard rate 
discriminatory against users at Pe. 
waukee of toll service between Pe. 
waukee and Merton inasmuch as they 
have been charged the higher stand- 
ard rate. 

The two utilities which jointly own 
the line apparently have overlooked the 
provision of § 196.81, Statutes, which 
forbids a public utility to abandon or 
discontinue any line, branch line, or 
extension or service thereon without 
first securing the approval of the Com- 
mission.. The companies should file 


application for Commission approval 
and are directed to do so. 


Finding 

The Commission finds: That ap- 
plication of standard toll rates to mes- 
sages from Merton to Pewaukee, 
Waukesha county, is reasonable and 
nondiscriminatory and that the present 
nonstandard toll rate for such service 
is unreasonable and discriminatory. 





34 PUR(NS) 








ARGEST ever built is this West- 
inghouse regulating transformer, 
erving a 300 mile power loop through 
Vest Virginia and Ohio industrial 
reas. Diplomat of the power industry, 
t settles phase differences, sends power 
nthe desired direction . . . thus utilizing 
ailable capacity more effectively. 


Vestinghouse laboratories and manu- 


acturing plants work ceaselessly . . . designing, testing and building new equipment 


hat is matched to individual distribution and load requirements of central stations. 


‘ESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, EAST PITTSBURGH, PA. 
Tune in “Musical Americana,” N. B. C. Network, Coast-to-Coast, every Tuesday evening. 


Westinghouse (W 








rl Industrial Progress 


Selected information about manufacturers, new prod- 


ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Commonwealth & Southern Plan 
For “War Increment Loads” 


HE Commonwealth & Southern Corpora- 

tion has kept in close touch with various 
governmental agencies for the purpose of 
keeping advised on expected increments of 
load in any anticipated defense programs. 
Both the National Defense Power Commit- 
tee, and more recently the National Power 
Policy Committee, have outlined the expected 
“war increment loads” for each of the com- 
panies in the Commonwealth & Southern 
group. 

The company is providing additional ca- 
pacity to adequately care for these war in- 
crements in addition to its normal expected 
load growth. As an indication of the extent 
to which The Commonwealth & Southern 
Corporation has added capacity, the following 
will be of interest : 

The total of the peak loads of the various 
systems in the group amounted to 1,672,000 kw 
in 1939. In 1938, 40,000 kw of additional ca- 
pacity were placed in service; in 1939, 130,000 
kw; in 1940, 35,000 kw with 35,000 kw addi- 
tional under construction for completion in the 
Fall and 260,000 kw under construction for 
completion during 1941, a total of 500,000 kw 
in the four year period. This capacity is made 
up of 14 separate units ranging in size from 
20,000 to 60,000 kw each. Five entirely new 
plants are involved housing eight of the units 
and the remaining six units are additions to 
existing stations. 

With one exception all of these turbo gen- 
erators are designed for operation at high 
pressures and temperatures. 


Utility Adds Substation 


| conjunction with its program for expand- 
ing primary distribution capacity, Indian- 
apolis Power & Light Company has placed an 
order with the General Electric Company for 
its seventh unit substation. 

The unit’s transformer will be 
3900/3300 kva at 33000/4330 volts. 


rated 
In the 
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switchgear will be one metering and control 
power compartment, one transformer breaker 
compartment, and three feeder breaker com- 
enanenentt All breakers will be rated 100,000 
va. 


Industry Awakens to Need for 
Protective Lighting 
I 


NDUSTRY is awakening to the acute need for 

the protective night lighting of its plants 
and grounds to guard against sabotage, ac- 
cording to A. F. Dickerson, manager of Gen- 
eral Electric’s lighting division at Schenec- 
tady, N. Y. 

This is indicated in the flood of inquiries 
the company has received from all parts of the 
United States and from all kinds of indus- 
trial plants. Light protection for the public 
service industries, particularly electric, gas, 
and water, of course, is of prime importance. 
Utilities already are actively engaged in pro- 
viding protective lighting for their power 
houses, substations, and adjacent properties, 
The United States government also is partic- 
ularly active in this respect, having ordered 
the protective lighting of many dams and 
locks on important rivers. 

Pointing out that night protection of plants 
and properties needs individual attention, Mr. 
Dickerson explained that the one fundamental 
to keep in mind is that protective lighting 
should be of definite advantage to the prop- 
erty protected, and of disadvantage to the 
saboteur or criminal. For example, if there 
is any glare in the protective lighting it should 
blind the intruder and not the guard. All 
backgrounds should be kept as light as possi- 
ble. Fences and buildings should be painted 
in light colors. Safety, of course, is of first 
consideration and every precaution should be 
taken to guard the lighting equipment and the 
electrical service from damage. 


Air Breakers Tested in Use 


A™= experience for several years with De- 
ion air circuit breakers applied to a 
variety of services, Philadelphia Electric Com- 
pany believes that this breaker has passed the 
experimental stage. There are about eighty 
breakers of this Westinghouse type now in 
service on the system, of which sixty-eight 
were installed during 1939 and early 1940. 
Eleven of the breakers are on 13,200 volt 
service in a generating Station and are the 
largest De-ion air breakers built to date, hav- 
ing an interrupting rating of 37,000 amperes 
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= GENUINE 


1 ABC 


ARMORED BUSHED CABLE 


“ee 1. CONDUCTOR — flame retarding, printed 


~. showing size, type of insulation and voltage. 
ile 


a . BUSHING—easy to insert as paper unwraps 
pro- from under both ends of armor to make room 


orb for the bushing. 


rties, 
“to _ STEEL ARMOR—low resistance, electro- 
galvanized giving longest life. 


Thoroughly tested at several points during 
manufacture and receiving a final test of 2000 
volts between conductors and armor. 


CRESCENT has unexcelled facilities for the 
complete manufacture of Armored Bushed 
Cable in all its steps. When you buy CRES- 
CENT A. B. C. ARMORED BUSHED 
CABLE you buy the best. Do not be satis- 
fied with any substitute. 


All types of Building Wire and all kinds of Special Cables to meet A.S.T.M., A.R.A., 
1.P.C.E.A., N.E.M.A., and all Railroad, Government and Utility Companies’ Specifications. 
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with a continuous current rating of 2000 and 
3000 amperes. Twelve breakers have been in 
service from two to nine years on 13,200 and 
4000 volt service, and fifty breakers on 13,200 
volt service and one breaker on 4000 volt serv- 
ice have just been installed. Based on experi- 
ence with the twelve breakers first installed, 
Philadelphia Electric Co. believes that this 
type of breaker will be less expensive to main- 
tain than most oil circuit breakers of com- 
parable rating and service. 


American Optical Company 
Offers Safety Equipment 


HE American Optical Company, South- 

bridge, Mass., recently announced that 
they can now fill orders direct for NFA and 
NASO safety goggles. 

Previously, these goggles were manufac- 
tured exclusively for the National Founders 
Association to be sold to members and cus- 
tomers as part of the association’s service. 
However, the association has discontinued this 
practice, and notified its members that orders 
should be placed direct with the optical con- 
cern. 

These goggles are made in 50 and 45.8 mm. 
sizes and provide complete comfort plus all- 
round protection. They are equipped with 
pliable, snug-fitting leather masks, wire-screen 
ventilators around the eyecups, adjustable 
headbands, and can be supplied with Super 
Armorplate lenses (for protection against 
impact) or Calobar Super Armorplate lenses 
(for glare and impact). 

The company also announces the addition 
to their safety equipment of two welding 
gloves which, it claims, present an entirely 
new idea of comfort, quality, workmanship 
and wear. The TX100 glove is a streamlined 
welding glove made from a very good grade 
of chrome tan horsehide and from a “gun- 
cut” pattern. No seams at all are exposed to 
active wear. The inside is insulated with 
wool. Severe tests have proven the worth of 
this new glove which is made in a regular size 
that measures 14 in. overall, 5 in. across the 
palm with a 6 in. gauntlet. 

The other new glove, of slightly different 
design, is made on the “gun-cut” pattern from 
carefully selected chrome tanned horsehide, 
with a seamless palm. Differences in design 
from the No. TX100 glove are these: Thumb 
and index fingers are reinforced. The back of 
the glove is reinforced with an outside patch— 
not onepiece construction. 
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POSTURE CHAIRS 
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A model for every need 
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Indiana Utility Will Use New 
Radio System 


a roms modulation radio communication 

will have its debut in the utility industry 
late this summer when the Indianapolis Power 
& Light Company plans to put into operation 
its new General Electric frequency modulation 
emergency communications system, Ten of Ip. 
dianapolis Power’s service cars and trucks are 
being equipped with G-E 25-watt FM mobile 
transmitters and receivers for two-way com- 
munication. Though they may be on jobs miles 
away, these service vehicles will be able to 
keep in close touch with main headqugarters 
where a G-E 250-watt station transmitter wil] 
be in operation. 

The decision of Indianapolis Power & Light 
officials to turn to the frequency modulation 
type of transmission in preference to ampli- 
tude modulation was made as a result of an 
investigation of frequency modulation trans- 
mission and its capabilities in reducing and 
almost completely eliminating interference of 
both manmade and natural origin. They were 
impressed with FM’s ability to provide ex- 
cellent reception in areas twice as far from 
the transmitter as could be obtained with equal- 
powered AM equipment. 


Material Handling Catalog by 
Stephens-Adamson Mfg. Co. 


HE Stephens-Adamson Mfg. Co. recently 
issued a new Redler Conveyor-Elevator 
Catalog (No. 140). 

This new catalog, of 64 pages including 
cover, contains many additions to the previous 
catalog on the Redler line. Both horizontal and 
vertical closed circuit Redler units are covered 
with complete specifications and dimensions. 
The three different types (two are new) of 
horizontal closed circuit Redler conveying ele- 
ment available are illustrated and the catalog 
includes phantom wash drawings of elevation 
sections of each of the standard Redler shapes. 

All dimensions are completely brought up- 
to-date and the specifications cover the new 
streamlined design now standard on all Red- 
lers. The new catalog contains more than 20 
additional pages of installation illustrations, 
including perspective and line drawings, and 
photographs. 


Distribution Transformers 


LLIs-Chalmers Manufacturing Company's 
A new bulletin, B-6096, tells the story of 
their latest Distribution Transformers as built 
at their Pittsburgh Works in ratings of 14 to 
25 kva and standard, voltage classes from 
2400 to 7620 volts. This 16-page profusely 
illustrated booklet not only shows and de- 
scribes the principal design features, but by 
an excellent series of construction pictures, 
shows just how they are built into these trans- 
formers during manufacture. 


Mention the FortNIGHTLY—It identifies your inquiry 


AUG, 15, 1940 





Public Utilities Fortnightly 





|-PRESSURE CONTACTS 


characterize all 


1] E  swircnine EquipMENT 


1 HiPressure contact, a feature originated by 
te Railway and Industrial Engineering Com- 
ny, has revolutionized modern switch design. 
‘itch contacts are wiped clean of dirt, corrosion, 
tal oxides, etc., with each operation and a clean 
tal to metal contact is assured. 


esure is constant, assuring a contact which is 
efrom the arcing or spitting which interferes 
th proper radio reception. 


he original Hi-Pressure contact switches have 
en giving satisfactory service under all operating 
nditions for many years. 


, 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 











will help you main- 
tain 
Public Good-will 
and save valuable 
time when 
Minutes mean 
Dollars 
These powerful Search- 
lights are used by more 
than 2000 Utilities and 


Railroads for emergency 
night work. 


PORTABLES, Too 


A complete line of 
powerful Portable 
Lights with self- 
contained storage 
battery or dry cell. 


Send today for catalog “U-6” and free | trial 
offer. 


The Portable Light Co., abe: 
25 Warren St. New York City 
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CP Range Promotion Book 
Aids Gas Companies 


A Fa.t-Winter sales promotion campaign in 
behalf of “CP” (Certified Performance) 
Gas Ranges to be projected throughout the 
United States and Canada by the Association 
of Gas Appliance and Equipment Manufac- 
turers and the American Gas Association is 
being launched with the distribution of a color- 
ful campaign portfolio, “The American Home- 
maker Speaks.” 

Designed primarily for and adapted to the 
requirements of gas companies, this new port- 
folio is being mailed, to key executives of gas 
operating companies in the United States and 
Canada, 

The campaign portfolio, pointing out the 
advantages to gas companies in promoting 
“CP” ranges, outlines possibilities for sales 
stimulation through better informed and ade- 
quately trained personnel, by the use of the 
advertising and promotional material made 
available through the Association of Gas Ap- 
pliance and Equipment Manufacturers, and 
by taking advantage of the services to gas 
companies of the Association’s staff of field 
sales counsellors. 

An important service being offered to gas 
companies for the first time by the Association 
in connection with the Fall-Winter “CP” pro- 
motional campaign is the “Audio Training” 
which is a practical method of improving the 
actual sales presentation of the individual 
salesman. This new service gives the sales- 
man the opportunity of hearing himself as 
others hear him and of judging himself as 
others judge him. This is accomplished through 
the use of voice recording equipment. 


New Silex Electric Steam Iron 
Praised at.Show 


UYERS at the recent New York House- 

wares Show in Atlantic City were unani- 
mous in their approval of the new Silex Auto- 
matic Electric Steam Iron, which was on dis- 
play for the first time. From the standpoint of 
beauty, efficiency, and economy it was said to 
be one of the hits of the show. 

One of the many exclusive features of this 
new iron, announced in a previous issue, is 
a perfected switch for on or off steam con- 
trol. The iron may be used with steam at an 
extremely wide range of temperatures—or it 
may be used as a dry iron with rougher ma- 
terials. A built-in safety valve assures the 
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THONER & MARTENS 
Disconnecting Switches 
Heavy Duty Switches 
15 Hathaway St., Boston, Mass. 
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housewife that she will be able to use this new 
iron with absolute safety. 

Clearly visible on the heel of the iron js, 
thermostatic control switch, combined with an 
on or off current switch. Marked on this con- 
trol switch are temperature indications {o, 
most of the materials a housewife might haye 
to iron, 

One of the outstanding features of this ney 
iron is its extremely light weight—only 3%, 
pounds, Another feature is the new Silex no. 
lift roller bearing iron stand. 

Equipped with 1,000-watt heating element 
the iron can be brought very quickly to any 
desired temperature. An added safety factor 
while ironing is the burn-proof metal gas- 
ket between the sole plate and the metal 
reservoir, 

The iron with stand sells for $14.95 retail, 
The Silex Company announces that deliveries 
can be made about the middle of September, 















New All-Vision Facepiece 
For M.S.A. Gas Masks 


HE addition of the M.S.A. All-Vision 

Facepiece as standard equipment for the 
various types of gas masks manufactured by 
the Mine Safety Appliances Co., Pittsburgh, 
Pa., is described in several bulletins recently 
issued by the company. This new lightweight 
facepiece features greatly enlarged lens area 
with complete vision through all viewing 
angles, yet avoids waste areas of glass, The 
lenses are of laminated shatterproof glass, con- 
toured at the sides to fit the wearer’s face. 
Built-in fog-proof construction assures that 
incoming air will keep the lenses clear of con- 
densation at all times. Reduced dead air space 
inside the facepiece cuts down rebreathing of 
exhaled air. 

The application of the new facepiece to the 
company’s line of Hose Masks—including the 
M.S.A. Combination, Utility, Standard and 
Special Hose Mask models—is described in 
Bulletin No. EB-4. This type of hose mask is 
used extensively by gas utility companies for 
street and plant work. Other bulletins describe: 
(1) The All Service Gas Mask (Bulletin No. 
EA-6). This mask is used by many gas and 
power companies. It is provided with chem- 
icals for absorbing or rendering harmless all 
poisonous industrial gases, smoke and vapors 
including carbon monoxide. It is the only 
canister mask giving this protection, which is 
officially approved by the U. S. Bureau of 
Mines. (2) The M.S.A. Ammonia Mask, 
which was the first canister-type ammonia 
mask officially approved by the U. S. Bureau 
of Mines (Bulletin No. EE-3). (3) The com- 
plete line of M.S.A. Industrial Gas Masks 
(Bulletin No. ED-7). ‘ 

A new Model 2 of the widely used “Ex- 
plosimeter” combustible gas indicator, also is 
announced by the Mine Safety Appliances — 
Company. q 

The Explosimeter Model 2 is stated to be 
compact, strongly built and light in weight, 
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with a simplified electrical circuit featuring a 
single filament and single control knob. A de- 
tailed description is given in Bulletin No. ND- 
4. Copies of this and the other bulletins men- 
tioned can be obtained from the manufacturer 
upon request, 


New Door Safety Device 


- ingenious, automatic safety control for 
Kinnear motor operated rolling doors, 
as well as other types of Kinnear upward- 
acting doors, has just been announced by the 
Kinnear Manufacturing Company, Columbus, 
Ohio. Through its application on the door, it 
greatly reduces the possibility of injury to 


persons or damage to cars, in case doors are 
carelessly closed by attendants who fail to 
note whether or not the opening is completely 
cleared when they push the control button. 
This has been a hazard in the past, in situa- 
tions where operating control stations are re- 
mote or out of direct view of the doorway. 

Briefly, this device works as follows: A 
compressible, air containing weatherstrip is 
placed along the entire length of the bottom 
edge of the door. In case the door contacts 
an obstruction upon closing, it compresses the 
weather strip, which thereby forces air 
through an impulse switch, causing the door to 
either stop its closing travel, or immediately 
revert to its fully open position, depending 
upon the method of connection to the door 
control circuit. The slightest pressure on the 
weatherstrip insures positive action. 

The precision and rapidity with which this 
device operates can be judged by the fact 
that a man can allow a door to come down 
on his head with practically no discomfort. 
While the accompanying illustration gives a 
general idea of this equipment, further details 
will be gladly sent to those addressing the 
manufacturer. 


California Utility Prepares 


Fy ecenc production, transmission and dis- 
tribution facilities of the Pacific Gas and 
Electric Company are being extended to meet 


any additional power demands that might be 
made upon the company as a result of the na. 
tional defense program. 

This California utility has under construc. 
tion at the present time 150,000 kw of ney 
generating capacity which company officials 
state will be sufficient to take care of its load 
growth for the next two years. 

The company’s gas department, where nat. 
ural gas is utilized almost entirely, is provid- 
ing additional pipe line capacity wherever 
necessary. 


Kelvinator Division Appoints 
Coward and Sellers 


Page berg go of the appointments of 
{% Charles J. Coward as director of adver- 
tising and sales promotion of the Kelvinator 
Division of Nash-Kelvinator Corporation and 
of Steele R. Sellers as sales manager of the 
electric range department, was made recently 
by Frank R. Pierce, Kelvinator’s general sales 
manager. 

Coward, who leaves his post as account 
executive for the Ralph H. Jones Company, 
Cincinnati, to assume his new duties at Kel- 
vinator, fills the vacancy left by J. Nelson 
Stuart, who resigned to return to sales man- 
agement work. 

Coward comes to Kelvinator following ten 
years of diversified service in advertising and 
sales promotion work. Since 1936 he has been 
with the Jones Agency, where as account exec- 
utive he has directed all phases of appliance ad- 
vertising and sales promotion for the National 
Electrical Manufacturers’ Association. 

_ Sellers, who succeeds Harry M. Parsons, re- 
signed, brings a vast amount of experience to 
the Kelvinator range-sales post. He has been 
directly connected with the household appli- 
ance industry since 1916, and his rise to his 
new position includes service as a retail sales- 
man, service man, wholesale man and mer- 
chandising and promotion man. 

For the past eighteen years he has been in 
public utility merchandising work. Before 
coming to Kelvinator, he was with the West 
Penn Power Company, where he served as 
merchandising manager. 


Bar Stock Valve Booklet 


NEW booklet on Bar Stock Valves has 
been published by the Reading-Pratt & 
Cady Division of the American Chain and 
Cable Company, Inc., Reading, Pennsylvania. 
This booklet contains complete information, 
dimensions, and application recommendations 
for Bronze, Carbon Steel, and Stainless Steel 
Bar Stock Valves. These valves are precision 
machined directly from bar stock metals and 
fulfill the need for close control valves, ca- 
pable of withstanding a wide range of tem- 
peratures and pressures. 
A copy of this booklet can be secured by 
writing to the manufacturer. 
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appli against Grit and Pipe Scale 


to his 


| sales- 
1 mer- Grit and sand will deposit wherever there is little 


: current . ... as for instance in the pocket over the 

“pe Pi top of the Disc Ball. In line with Neptune's efforts 
. West toward greater sustained accuracy, the Sand Ring 
ved as was introduced, back in 1926, to exclude such deposits 
and thereby prevent the scoring of the Disc Ball and 

its socket. 14 years experience prove that this simple 

device prolongs the initial accuracy of the Trident 

Meter at low rates of flow, and reduces the cost of 

repairs. Result... more revenue... lower 


maintenance cost. 
You can put a Sand Ring in your old Tridents, too. 


NEPTUNE METER COMPANY - 50 West 50th Street, NEW YORK CITY 


DENVE 
ATLANTA, B 
en Ave 
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Pittsburgh Reflector Company 
Appoints New Officers 


E, W. Simons, president of the Pittsburgh 
e Reflector Company announces the elec- 
tion of the following new officers and direc- 
tors: 

John A. Hoeveler, manager of the engi- 
neering department since 1926, has been named 
first vice president and member of the board 
of directors. Mr. Hoeveler has been actively 
engaged in illumination and electrical engi- 
neering since his graduation from the Univer- 
sity of Wisconsin in 1911. 

W. K. Yonge, who began service with Pitts- 
burgh Reflector Company as plant superin- 
tendent 21 years ago, has been named vice 
president in charge of manufacturing. He con- 
tinues as a member of the board of directors 
to which he was elected in 1920. A graduate 
engineer from Virginia Tech, Mr. Yonge 
spent 10 years as a metallurgical chemist in 
the metal industry before joining Pittsburgh 
Reflector Company in 1919, 

H. C. Zinsmeister, auditor since 1934, has 
been appointed treasurer and elected to the 
board of directors. Previous to coming with 
Pittsburgh Reflector Company he studied at 
Duquesne University and spent 26 years with 
leading Pittsburgh business and auditing firms 
in various positions including auditor, ac- 
countant, office manager, secretary and trea- 
surer. 

R. C. Fiske, who has served in a number of 
capacities, both at the office and in the factory 
since 1933 and during the past several years as 
secretary to the president, was promoted to 
secretary and elected a member of the board 
of directors. 


Safety Goggles for Gauges 


pei is the most important of several fea- 
tures of the new Durafront or plastic 
gauge cover recently developed by the Ash- 
croft Gauge Division of Manning, Maxwell & 


Moore, Inc., Bridgeport, Connecticut. The 
makers claim that these new plastic Dura- 
fronts (which replace the old-fashioned 
gauge glasses) actually “put safety goggles on 
gauges so that operators don’t have to wear 
them.” 

It is stated by the manufacturers that these 
plastic Durafronts are of particular interest 
to plant safety engineers because they elimi- 
nate all possibilities of workers being injured 
by broken or flying gauge glass. 

These Durafronts for gauges are molded of 
crystal-clear plastic with a tensile strength of 
5,000 pounds and a compression strength of 
15,000 pounds, The makers further claim that 
these new gauge Durafronts increase the visi- 
bility or readability of gauges and at the same 
time give them a modern, streamlined appear- 
ance that greatly adds to the beauty of gauge 
board installations. 

Ashcroft Durafronts are optional on Dura- 
gauges at no extra cost. They are available in 
34 in., 44 in., and 6 in. sizes and can be added 
to any plastic (phenol case) gauge now in 


service. Descriptive literature may be had }, 
writing to the makers. 


Utility Expansion Marks Ne 
Advance in Power Field 


HE Montaup Electric Company’s expay 

sion program, reported in the last issy 
will include the installation of a large high 
pressure, forced-circulation boiler by the Com 
bustion Engineering Company of New York 
This new installation is said to mark the mog 
notable advance of recent years in the field oj 
steam-electric generation. 

The new boiler will be installed in the Som! 
erset, Mass., Power Station of the Montay 
Electric Company, which produces and dis, 
tributes electricity to a number of New Eng. 
land power companies, It will be designed ty 
produce 650,000 lb. of steam per hr. at a pres 
sure of 2000 lb. per sq. in. and a temperature 
of 960 deg. fahr. The steam will be delivered 
to a new 25,000-kilowatt turbine that is being 
supplied by the General Electric Company, 
From this high-pressure turbine, the steam 
will flow to the turbines now in use in the 
plant, producing an additional 47,000 kilowatts 

Bituminous coal ground to a fine powder in 
pulverizing mills will be the normal fuel but 
the boiler will be equipped with oil burners 
also so that either fuel may be used. ; 

The boiler differs from others used for 
power .generation to date in this country in 
that centrifugal pumps are provided for cir- 
culating the water through the boiler heating 
surfaces. 


Appointed by Copperweld Steel 


R. J. Russell Penman is now production 

manager in Copperweld Steel Con- 
pany’s new alloy steel plant in Warren, Ohio. 
Mr. Penman was previously connected with 
Central Steel Company, Republic Steel Corp, 
Steel & Tube Division of Timken Roller Bear- 
ing Company and the United States Steel Cor: 
poration. 

Other recent appointments at the new War: 
ren plant include: W. J. Buechling, chief 
metallurgist, W. C. Morgenstern, assistant 
chief engineer, Paul Lindberg, superintendent 
of rolling mills and Roy F. Lab, chief chemist 

Mr. Buechling was graduated from Car- 
negie Institute of Technology in 1926 witha 
degree of B. S. in Met. Eng. He was pre 
viously connected with Central Alloy teel 
Corporation and Republic Steel Corporation. 
Mr. Morgenstern was graduated from Co: 
University in 1909, and was previously com 
nected with American Steel & Wire Company, 
Carbon Steel Company, Blaw-Knox Corpora 
tion, Barium Stainless Steel Corporation, 
as special consulting engineer with Thomas 


of the Timken Roller Bearing Company, Cat 
ton, Ohio. Mr. Lab has been with United Alloy 
Steel Co., Republic Steel Corp., and Barium 
Stainless Steel Co. 
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ee the New INTERNATIONAL DIESEL 
TracTracTors 


re’s the biggest crawler-power news of 
» year—International’s FOUR NEW 
SEL TRACTRACTORS. We offer 
» big TD-18, the small TD-6, and the 
between sizes—TD-9 and TD-14... 
rfectly designed balanced power to 
erate balanced equipment at a profit. 


International Harvester has designed 
nomy, performance, low upkeep, 
erator convenience, and long life in- 
these powerful, versatile crawlers. 
heir handsome streamlined style shows 
hat’s on the surface. Under their 


ods are International full Diesel en- 
es, long famous for their quick, easy 


INTERNATIONAL HARVESTER 
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starting, outstanding and 


lugging ability. 


economy, 


Every detail of TracTracTor design 
is perfectly coordinated with the power 
of the engine to turn out the most work 
per day at the lowest cost. 


These New DIESEL TracTracTors 
have what it takes. Ask the nearby In- 
ternational industrial power dealer or 
Company branch all about them. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 North Michigan Avenue Chicago, Illinois 








DISTRIBUTION COSTS LE 


CUT COPPER LOSS! 

















Cables run cooler through J-M Tran 
Ducts because their dense, close-grais 
structure has an unusually high rat 
heat dissipation. Therefore, PR lo 
are reduced, and cables in systems us 
Transite Conduit and Korduct have 
preciably higher carrying capacities, 


DO NOT BURN 


Made of asbestos and cement, Tran 

Ducts are fireproof. Flame and arc ca 

by cable burnouts will not damage ad 
cent cables and equipment. Being in 
ganic, these modern cableways prev¢ 
formation of combustible and explos 
gases and fumes. Furthermore, they ca 
notrotor decay... keep maintenancelo 


Transite Ducts come in long, lif 
Jengths that are easily and economics 
handled. Lining-up is fast and accuri 
... fewer joints are required. Their smo 
bore stays smooth—assures easy pulls 
new installations or replacements. Al 
where Transite Conduit is used, it 
quires no concrete envelope. 


@ YOU'LL SAVE by using Transite Korduct wherever cabl 
must be “‘concreted-in.”” On open and exposed locations, Transite Conduit 
durable it requires no protective casing. For full details, ask for brochure DS) 
Johns-Manville, 22 East 40th Street, New York, N. Y. 





Johns-Manville TRANSITE DUCTS 


for use underground with- 


TRANSITE CONDUIT *«:"consvere envetop> TRANSITE KORDUCT '=""" 
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ENGINEERED TO CUT 
YOUR DOOR COSTS! 


That’s one of the major reasons for the unbeatable economy of Kinnear Rolling 
Doors. For in addition to the basic advantages of Kinnear’s rugged, all-steel 
construction and efficient, space saving operation, every door is engineered to meet 
the exact requirements of the individual opening. So whether for giant openings 
like the above (870 square feet!) or for the average-sized openings, Kinnear Rolling 
Doors will help cut plant costs in numerous ways. Get the full story on door 
economy in the Kinnear Catalog. Write! The Kinnear Manufacturing Company, 
2060-80 Fields Ave., Columbus, Ohio. 


INA EAR 


ROLLING DOORS 
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All Robertshaw products enjoy the great advan- 
tage of the work carried on constantly at the 
Robertshaw Research Laboratory, a laboratory 
devoted exclusively to the development of im- 
proved designs and production methods in the 
field of automatic temperature control. 
Robertshaw’s stainless steel Diastat — electric- 
welded, solderless, non-corroding—is a Robertshaw product throughout. Into 
it has gone the best that forty years of manufacturing experience —plus un- 
equaled research, product development and manufacturing facilities—provide. 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 
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P. U. R. QUESTION IX P F UN D is 


SHEETS SINS) Sia 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating problems, as pre- 
sented in the decision of State and Line clearance for the FUTURE 
Federal Commissions and Courts 


in their investigations of public based upon the EXPERIENCE 


utility companies. of yesterday with the TECH- 


Ten questions and answers every 
two weeks—annual subscription NIQUE of today. 


$10.00. 














ASPLUNDH TREE EXPERT COMPANY 
Home Office J ENKINTOWN, PA. Ogontz 3750 


PUBLIC UTILITIES Seth Cenex cutee oe 


REPORTS, INC. Write for our Illustrated Booklet 


| 1038 Munsey Bldg., Washington, D. C. L l iN E e L E AR l N * 


Send your order to— 























SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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ROBERT A. BURROWS’ 


PUBLIC 
UTILITY CHART 


ELECTRIC LIGHT AND POWER @ GAS @ TRANSPORTATION 
WATER @ COMMUNICATIONS @ INVESTMENT COMPANIES. 
ETC. 














@ Showing at a glance @ 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL PUBLIC 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 


An indispensable reference for @ Public Utility Executives @ Utility Supply 
Companies @ Banks @ Brokers @ Investment Counselors @ Trust and In- 


surance Companies @ Public Service Commissions @ Investors ® Or any one 
interested in any phase of the Public Utility Industry. 


e e PLEASE NOTE e e 


Chart is printed on 32-lb. high ee paper in ONE COLOR at $2 


per copy, or in NINE DISTINCTI COLORS at $3 per copy, postage 
prepaid. Colors used in bar graphs afford an excellent chart for fram- 
ing or desk top reference. 


a UNFOLDED MAILING is desired add 25c for special 3-ply mailing 
t ie. 


QUANTITIES of ten or more copies, for complimentary distribution, 
at reduced prices, on request. 


® 
Order from 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg. Washington, D. C. 
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Wilson, Herring and cage oD , 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of 
public utility regulation in the United States, 
ith emphasis upon the expanding role of the Federal 
overnment in the regulation of public utilities, its 
tivities in undertaking power projects and pro- 
oting rural electrification, and the issues involved 
governmental ownerships. The well-rounded treat- 
ent and critical viewpoint will be of aid to all who 
¢ interested in evaluating the present status of 
blic utility regulation, its strengths, weaknesses, and 
gnificance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 


unsey Bldg. Washington, D. C. 











DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


Eliminate These Dangers 


@ Decaying Branches 
@ Shattered Trunks 
@ Overhanging Limbs 
~ @ Service Interruptions 
Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 




















HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Boltiag the Spiral Casing before Riveting 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
“cena United ergs —— Courts ene 
COVERING United States District Courts ALPHABETICAL 

FIFTY YEARS State Courts CLASSIFICATION 
Federal Regulatory OF SUBJECTS 
Commissions 
AN EXHAUSTIVE ia 
, State Regulatory Commissions A GREAT REVIEW 
URVEY OF meee 
Insular and Territorial Regu- 
THE LAW 


latory Commissions A GREAT SERVICE 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington, D. C. 
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 Dietegt p vocummainaiind quipment being used by Customer Contact Clerk in securing credit veri- 
fication from History records. Loud Speaking Equipment allows both hands of History Clerk free for 
handling necessary records while relaying information. 


IMPROVE YOUR 


CUSTOMER CONTACTS 


How rapidly can your Contact Clerks take 
care of service applications . . . bill ques- 
tions . . . complaints? 

How satisfactorily to your customer? ... Do 
your transactions pass the “peak load test"? 


Unless your Company has a perfect score on these questions you will 
want to know more about the Dictograph Customer Contact System. 


Specially designed Dictograph Intercommunicating Equipment for Con- 
tact Clerks provides instant entree to Credit, Meter Records, Service 
and Unit book information. Green and red signals bring back Credit 
approval or rejection,—swiftly . . . silently! Loud speaking Dicto- 
graphs for Credit and Service Clerks permit use of both hands for 
record references, enabling personnel to check records speedily and 
accurately during peak periods. 


Existing record facilities can be linked up to centralized Customer Con- 
tact Clerks by means of Dictograph. Applications, Duplicate Bills, 
Comparative Readings, High Bill Complaints, Discounts, etc., can 
be efficiently and speedily handled. 

May we have our Special Utility Representative call to discuss your 

problem with you .... no obligation. 


DICTOGRAPH SALES CORPORATION 
580 Fifth Avenue, New York 
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...90 they invested $40,000 more 
and gained a valve bargain 


A costly pipe line was recently installed involv- recommendations. “A single valve failure coull 
ing the purchase of valves running into six fig- cost us more than $40,000,” he commented 
ures. Valve bids were called. The Nordstrom “Personal injuries as well as material losses can 
Valve bid was approximately $40,000 more than occur. Who will take the responsibility? Som 
for ordinary valves. The purchasing board fa- of these valves won't be closed once in five years 
vored the lower quotations. then, no doubt, only for an emergency. A valve 
“I'd like to see us choose Nordstroms, but $40,- with exposed seats might corrode. Stuff can set 
000 is a lot of money. Maybe we had better save __ tle in the recesses, so it can’t close tightly. From 
it and take a chance,” declared one of the officials. my observation Nordstrom Valves will always 
“H'm, there must be a good open or close, no matter for 
reason why Nordstroms are so how many years they are un- 
extensively adopted for pipe touched,” he declared. 
lines,” commented a director ‘ This set the officials to think 
of the company. “But,” he fe a ing. They investigated. 
continued, “I think we can use , ae a 
pe i Changes’ valves: .: Tisey arn" the order. Yet, even though 
won't be operated norton . : the valves cost $40,000 mor, 
once or twice a year, maybe ? the savings in upkeep and the 
Got that often. safety insurance for decades to 
Finally the Line Superinten- . wll ad tiny poy gael come will far offset this extn 


dent was invited to present his aan tees pos coy initial investment. 


MERCO NORDSTROM VALVE CO. 

CA Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
cme Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oaklend 
Canadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, Englan 


PRO | | Al N Nordstrom Plug Valves * Nordstrom Air, Curb and Meter Cocks * Nordstrom Valve Lubricants * 





* EMCO Gas Meters * EMCO-McGaughy Integrators © EMCO Regulators ¢ Pittsburgh Meters for 
« Gasoline, Grease, Oil, Water and other Liquids * Raybould Couplings * Stupakoff Bottom Hole Gauges 
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NIAGARA 
GAS FURNACES 
are A.G.A. Approved 


ITH copper chrome cast iron; or .. . Toncan 
iron heat exchangers . . . selection of belt or 
direct drive blowers with two speed control... 
summer winter switch .. . modern casing design 
... low prices... and A. G. A. approval, Niagara 
Furnaces meet the demands of speculative and 


contract builders, home owners and utilities alike. 


Write for complete information 


The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re. 
ports, investigations, design and construction. « < « « : 


THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS e« WALUATIONS e« REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO + MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA 


PACKARD BUILDING 








orson DOC), Bacon s Davis, anc. x12» om 


CONSTRUCTION Enai RAISALS 
OPERATING COSTS mgmncess INTANGIBLES 
VALUATIONS AND REPORTS 


CHICAGO PHILADELPHIA NEW YORK CLEVELAND 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Merges 


Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








Sargent & Lundy, Incorporated 


ENGINEERS 
Steam and Electric Plants 
UVtilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 
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PROFESSIONAL DIRECTORY (continued) 





STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS + EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK ¢ CHICAGO ¢ PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BARKER & WHEELER, Engineers 
Il Park Place, New York City. FRANCIS s. HABERLY 


36 State St., Albany, N. Y. ENGINEER 

Designs and Construction—Operating Betterments— 

Appraisals, Rates—Office Systems Appraisals—Property Accounting Reports 
Twenty Years Special Ezperience in Development C 
Original Costs, Restoration of Capital ‘Accountee Tnetallen ost Trends 
tion of Perpetual Property-Record Systems, and Spe 
— of Municipal and Other Non-Centralized Proper- 122 SOUTH MICHIGAN AVENUE, CHICAGO 
ies. 











BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ENGINEERS 


Appraisals, investigations and re- PUBLIC UTILITIES—INDUSTRIALS 
ports, design and supervision of con- i yey ginatnts ae kee 
struction of Public Utili i SIGN AN UPERVISION—VAL NS 
nig a 7 Pape ECONOMIC AND OPERATING REPORTS 
N e je 
SAS CITY, MO. Bo YORK 











EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer Engineers 
M PENNSYLVANIA, WEST VIRGINIA, KENTUCRY Ann Arbor, Michigan 
PUBLIC UTILITY Appraisals - Investigations - Reports 
VALUATIONS AND REPORTS in connection a 4 
xe 


: es . weet a les, 
814 Electric Building Indianapolis, lad. pine etahad oan. security issues. 


capital 








CHENEY AND FOSTER SLOAN & COOK 


CONSULTING ENGINEERS 


Engineers and Consultants 120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 


61 BR 
pained NEW YORK Depreciation, Financial, and Other Investigations 








ROBERT E. FOLEY J. W. WOPAT 


‘ae tag Bagiacer Consulting Engineer 
Construction Supervision 


Telephone Lines—Rural Lines—Fire Alarme— Appraisals—Financial 
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HERE ARE SOME FIGURES ON 
a 


ce 
THROUGH USE OF - - - 


IGURES, the mathematical kind, tell the true story of the 

performance of any piece of equipment. The PITTSBURGH 
IMO Meter, with its unprecedented low flow accuracy, is writing 
new operating profit figures in the books of waterworks systems 
throughout the country. No other meter manufacturers’ specifi- 
cations guarantee an accuracy of 98% at 1/4 g.p.m., and 90% 
at 1/12 g.p.m. 


Since it is a proven fact that an average of 30% of the water 
consumed in domestic service is at rates of flow of under one 
gallon per minute, these IMO accuracy specifications assure the 
maximum return of revenue from each outlet Meters that fail to 
operate at low flows, or measure only a relatively small portion, 
= lose a large part of this highly important and profitable 
volume. It is a sound economic measure to replace such meters 
— PITTSBURGH IMO’s, since they will pay for themselves in 
a relatively short time out of increased earnings. 


It's important to remember, too, that this low flow accuracy 
of the PITTSBURGH IMO is sustained accuracy The most severe 
tests made by unbiased engineers have proven this fact. Not 
only sustained accuracy, but also longer meter life, results from 
the use of the finest materials ever embodied in meter construc- 
tion, the unique design which reduces wear to a minimum, and 
the use of the most modern automatic precision equipment in 
its production. 


PITTSBURGH IMO Meters are reducing operating expenses 
and increasing revenue in waterworks systems from coast to 
coast. A bulletin, W-529, describing this new standard in water 
meter performance, will be sent upon request. 
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; job is to collaborate with yo fnsinees “By functioning as an engineering team and ~ * "Ne recognize that an coset 


Ito bring to our design and rése 


forces a concentrating our best talents in this work,’ we stood to do his best work, ad 


rer picture of your problems.” want to give you better service than ever before." who ‘best understands an 4 
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“.... objective ‘on-the-ground’ Gia 
of youteproblems in the field 


ADDRESSING the Edison Electric Institute 
convention in June at Atlantic City, C. 
E. Wilson, President of “General Electric 
said: 

“In the: tecent appointment of a new 
manager of commercial engihéering (Mr. 
D. C.. Prince, shown here commenting on the 
work of his organization), we hope you will 
find further indication.ofour intention to 
devote the efforts of. men of outstanding 
intelligence, imagination and ingenuity to 


the objective --on-the-ground’ study of 
problems in the field... . 


sé 


_,. the aim of the commercial engineer 
organization willsbe to bring to our resea 

and design engineering forces a clearer pi 
ture of your engineering problems . . . pli 
problems associated with the generatioll 
transmission, and distribution of electricity 

as well as load problems connected With tit 
development of the more extéfisiye used 
energy «in industry,. .mining, transports 
tion and comimerce.”’ 


Se uinse bi co- ; “We want to extend this type of activity— “In this work Wwe recogn 
en your engine ee “ make it standard practice—so that it will be of pre ag aan iat 
the greatest possible benefit to you.” what is best for the 





